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PATENT  TERM  AND  PATENT  DISCLOSURE 
LEGISLATION 


THURSDAY,  APRIL  25,  1996 

House  of  Representatives, 
Committee  on  Small  Business, 

Washington,  DC. 

The  Committee  met,  pursuant  to  notice,  at  11  a.m.,  in  room 
2359,  Rayburn  House  Office  Building,  Hon.  Jan  Meyers  (Chair  of 
the  Committee)  presiding. 

Chair  Meyers.  Good  morning.  The  Committee  will  come  to  order. 
I  think  we  have  several  people  who  are  on  their  way,  so  I  will  go 
ahead  and  get  started  with  a  couple  of  opening  remarks  and  wel- 
come everyone  who  is  here. 

At  the  outset,  I  would  like  to  thank  all  of  our  witnesses  for  being 
here  today.  Particularly,  Ms.  Gardner,  who  has  traveled  all  the 
way  from  San  Diego  to  oe  with  us;  a  long,  long  journey. 

Today  we  will  be  discussing  two  patent  issues  of  importance  to 
small  business:  Patent  terms  and  patent  disclosure.  As  most  of  you 
are  aware,  there  are  two  different  legislative  approaches  currently 
pending  which  address  these  issues:  H.R.  359,  which  was  intro- 
duced by  Mr.  Rohrabacher  of  California;  and  H.R.  1733,  which  was 
introduced  by  Mr.  Moorhead  of  California. 

I  personally  am  a  cosponsor  of  H.R.  359.  However,  I  realize  that 
my  colleagues  here  on  the  Committee  have  different  views  on  these 
issues.  I  wanted  to  make  sure  that  we  heard  from  both  sides  today. 

While  these  issues  of  patent  term  and  patent  disclosure  were  ad- 
dressed recently  in  our  deliberations  leading  to  the  passage  of 
GATT  implementing  legislation  in  the  last  Congress,  I  believe  that 
many  Members  were  not  aware  of  the  full  reach  of  what  was  con- 
tained in  every  nook  and  cranny  of  the  GATT  accord  which 
emerged  from  the  Uruguay  Round. 

I  am  a  supporter  of  H.R.  359  for  a  couple  of  reasons.  First,  I  be- 
lieve that  the  previous  system  of  17  years  of  patent  protection  from 
the  date  of  grant  is  more  conducive  to  promoting  American  innova- 
tion and  protecting  the  rights  of  small  business  inventors.  This  par- 
ticular approach  worked  quite  well  for  over  130  years. 

Moreover,  I  am  very  concerned  about  the  premature  disclosure  of 
intellectual  property.  Many  small  businesses  work  hard  to  develop 
new  innovations  only  to  lose  the  ways  to  market  their  products  to 
their  full  potential  because  of  the  premature  release  of  technical  in- 
formation. Publication  should  occur  after  grant. 

America  has  a  long  and  unique  tradition  of  protecting  intellec- 
tual property.  Article  I  of  the  Constitution  gave  explicit  power  to 
Congress  to  secure  inventors  and  discoverers  the  exclusive  rights 
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to  their  inventions  and  discoveries.  In  fact,  the  first  patent  law  was 
signed  into  law  by  George  Washington  himself,  and,  of  course,  we 
have  a  rich  common  law  history  of  patent  protection  which  reaches 
back  hundreds  of  years. 

The  success  of  American  innovators'  and  inventors,  especially  in- 
dividuals and  small  businesses,  testifies  to  the  wisdom  of  our  Na- 
tion's historic  practices  and  our  patent  policy.  It  does  not  seem  rea- 
sonable that  changing  the  patent  term  to  meet  only  the  minimum 
standard  set  forth  in  the  Uruguay  Round  Agreement  would  in- 
crease the  protection  of  American  inventors'  intellectual  property 
rights. 

That  being  said,  I  also  realize  there  is  merit  on  both  sides  of  this 
question.  Small  businesses  use  patented  inventions  and  are  espe- 
cially vulnerable  to  frivolous  and  malicious  infringement  lawsuits. 
If  submarine  patents  are  a  problem,  they  need  to  be  dealt  with. 
But  the  solution  to  the  submarine  patent  problem  should  not  weak- 
en the  rights  of  legitimate  inventors. 

We're  very  pleased  to  have  with  us  today  Mr.  Donald  Banner, 
with  the  law  firm  of  Banner  &  Allegretti,  and  he  is  from  Washing- 
ton DC.  Mr.  Banner. 

TESTIMONY  OF  DONALD  BANNER,  ESQUIRE,  BANNER  & 
ALLEGRETTI,  LTD. 

Mr.  Banner.  Thank  you.  My  congratulations  to  you  on  holding 
these  hearings,  Madam  Chair.  I  think  they  are  very  necessary  and 
very  helpful.  Also,  I'd  like  to  have  your  permission  to  leave  early 
today.  I'm  in  the  middle  of  a  trial  in  Baltimore,  and  they'd  like  to 
see  me  as  soon  as  I  can  get  away.  So,  as  I  understand  it,  we're 
going  to  take  a  break  in  about  15  or  20  minutes;  and  with  your  per- 
mission, I'd  like  to  leave. 

Chair  Meyers.  I  tell  you,  since  you're  testifying  first,  Mr.  Ban- 
ner, vou  just  leave  when  you  need  to  leave,  and  we  will  under- 
stand. Thank  you. 

Mr,  Banner.  Thank  you.  If  you  have  any  questions,  of  course, 
after  I  leave,  I'd  be  happy  to  answer  them  by  mail. 

Chair  MEYERS.  All  right. 

Mr.  Banner.  Thank  you.  I  will  probably  not  need  my  5  minutes. 
The  fact  of  the  matter  is  that  my  view  of  this  problem  that  is  faced 
by  a  country  boils  down  to  pretty  much  two  things:  One  is  cost  for 
small  business,  and  one  is  certainty  for  small  business.  My  paper 
points  out,  small  business  is  really  the  heart  of  the  American  com- 
merce system.  A  great  many  modem  inventions  have  been  the  re- 
sult of  small  businesses  and  individual  entrepreneurs.  I  put  the  list 
in  my  paper,  I  won't  go  over  them  now,  but  is  well  over  50. 

The  importance  of  our  system  can  not  be  overstated.  As  we  all 
know,  Abraham  Lincoln  said  that,  "The  patent  system  added  the 
fuel  of  interest  to  the  fire  of  genius,"  and  I  think  that's  certainly 
true. 

On  the  matter  of  cost  certainty,  people  don't  seem  to  be  looking 
at  that  very  carefully.  What  does  is  it  cost  the  small  inventor  to 
get  patent  rights  now?  In  the  patent  office,  in  order  to  obtain  and 
maintain  a  patent  for  its  life  the  cost  has  doubled  in  the  last  5 
years.  That's  pointed  out  in  my  paper.  That's  a  little  silly,  I  think. 


Nobody  seems  to  be  looking  at  that  very  carefully.  We  have  a 
system  by  which  we  have  to  pay  maintenance  fees,  as  you  know; 
and  we  have  125,000  issued  patents  that  were  abandoned  between 
the  years  of  1991  and  1994.  None  of  those  patents  will  ever  form 
new  businesses  or  anything  like  that.  Much  of  that,  not  all  of  it  of 
course,  but  much  of  that  is  the  cost  issues. 

We  have,  on  the  point  that  you  mentioned,  a  disclosure,  as  we 
talked  about  the  publishing  patent  applications  in  18  months.  Now, 
that  I  think  is  particularly  silly.  One  reason  that  it  would  increase 
the  amount  of  paper,  prior  art,  people  have  to  handle  by  about  50 
percent. 

Indeed,  if  the  patent  applications  are  going  to  issue  in  19 
months,  like  the  patent  office  tells  us,  why  would  we  publish  them 
in  18  months  and  then  publish  them  again  in  19  months?  That's 
seems  a  little  outrageous. 

The  certainty  part  of  the  story  I  will  now  touch  upon.  The  17 
year  provision  that  we  had  for  so  many  years,  as  pointed  out,  has 
worked  very  well.  Congressman  Rohrabacher's  bill  would  put  it 
back  in  shape  if  it  was  necessary,  if  there  were  delays  in  the  patent 
office  which  occurred.  If  there  was  a  submarine  problem,  I  think 
that  Congressman  Rohrabacher's  bill  solves  it;  but  if  it  doesn't 
solve  it,  there's  many,  many  ways  that  the  problem  can  be  handled 
without  the  rather  the  draconian  result  we  have  now. 

I  think  that  was  a  mistake.  I  think  that  the  Moorhead  bill,  H.R. 
1733,  is  an  attempt  to  modify  and  improve  that  mistake.  There's 
no  certainty  in  it,  and  certainty  is  something  that  is  necessary  to 
keep  the  cost  down.  As  a  lawyer  in  private  practice,  maybe  I 
shouldn't  be  interested  in  it.  But  as  an  American  Citizen,  I  think 
it's  very  important  to  keep  the  cost  down. 

As  you  know,  the  present  Secretary  of  Commerce  and  some  Sen- 
ators recently  said  that  the  GATT  implementing  bill  had  a  patent 
provision  which  was  a  mistake.  They  wanted  to  correct  it.  It  was 
a  mistake.  It  moved  too  fast.  It  was  not  carefully  thought  through, 
and  I  think  that's  unfortunate.  I  think  we  have  to  go  back  to  give 
it  a  little  more  care  and  consideration. 

Why  is  all  this  the  case?  Well,  it's  a  situation  where  we  have  to 
have  patents  for  small  business  to  help  them  reduce  the  risk  of 
competing  in  the  United  States.  We  have  to  do  that. 

As  I  said  that  in  my  paper  "the  fuel  of  interest,"  that  Abraham 
Lincoln  talked  about  is  being  throttled  back.  The  fire  of  genius  will 
not  continue  to  burn  with  so  bright  a  light  unless  the  interests  of 
small  business  are  encouraged  and  protected.  Thank  you. 

Chair  Meyers.  Thank  you  very  much,  Mr.  Banner.  We  appre- 
ciate your  being  here  today.  At  this  time,  before  I  recognize  Mr. 
Dunner,  I  would  like  to  recognize  our  ranking  member,  Mr.  La- 
Falce. 

[Mr.  Banner's  statement  may  be  found  in  the  appendix.] 

Mr.  LaFalce.  I  thank  the  Chair  very  much  for  both  calling  the 
hearing  and  recognizing  me. 

Chair  Meyers.  Thank  you,  Mr.  LaFalce,  and  without  objection, 
that  will  be  done.  I'd  also  like  to  recognize  the  fact  that  Mr. 
Rohrabacher  is  with  us  here  today;  and  although  he's  not  a  mem- 
ber of  Committee,  we're  glad  to  have  him  present  for  the  testimony. 


Mr,  Dunner  is  Chair  of  the  Section  of  Intellectual  Property  Law 
of  the  American  Bar  Association,  and  we're  glad  to  have  you  with 
us.  Mr.  Dunner. 

TESTIMONY  OF  DONALD  R.  DUNNER,  ESQUIRE,  FINNEGAN, 
HENDERSON,  FARABOW,  GARRETT  &  DUNNER 

Mr.  Dunner.  Thank  you,  Madam  Chair.  I'm  delighted  to  be  here 
today,  and  I  appreciate  the  opportunity  to  testify. 

I'm  here  today  testifying  in  part  on  behalf  of  the  American  Bar 
Association,  as  a  whole,  on  the  20-year  term  issue;  and  in  part  just 
on  behalf  of  the  section,  since  the  ABA's  role  has  not  approved,  spe- 
cifically endorsed  our  views  on  the  18  month  publication  issue. 

Let  me  talk  first  about  the  publication  issue.  As  you  probably 
know,  Madam  Chair,  the  United  Stats  maintains  applications  in 
secrecy  in  terms  of  patent  issues.  Pretty  much  the  rest  of  the  world 
publisnes  18  months  after  the  filing  of  the  original  application. 

It  is  our  view  that  the  United  States  should  go  to  an  18  month 

Eublication  system.  Not  because  the  rest  of  the  world  has  done  it, 
ut  because  it  is  right.  Because  we  think  it  is  beneficial  to  inven- 
tors large  and  small,  businesses  large  and  small. 

Now,  whv  do  we  feel  that?  First  of  all,  the  patent  serves  several 
purposes.  One  of  the  purposes  of  the  patent  is  to  induce  people  to 
invest,  to  make  inventions  to  invest  in  their  innovation  and  bring- 
ing them  to  the  market.  But  another  purpose  of  the  patent  system, 
is  to  permit  others  to  build  on  prior  inventions.  That's  how  inven- 
tions are  made. 

The  earlier  the  disclosure  comes  to  the  public,  the  sooner  other 
inventors  will  be  able  to  build  on  those  inventions.  Second,  it  is 
critical  to  inventors,  and  particularly  small  business  people,  to 
know  what  is  out  there  to  be  able  to  raise  venture  capital  to  be 
able  to  build  a  business. 

If  they  move  ahead  with  their  own  patent  application,  feeling  se- 
cure, raising  capital,  and  suddenly  a  patent  pops  up  because  it 
wasn't  published,  because  they  didn't  know  about  it;  that  is  not 
very  helpful.  It's  bound  to  be  a  deterrent  to  raising  venture  capital, 
and  I  don't  think  it's  very  good  for  the  system. 

Early  publication  would,  in  fact,  solve  that  problem.  Now,  it  cre- 
ates a  second  problem.  It  solves  that  problem,  but  it  creates  an- 
other problem.  The  problem  is  a  lot  of  people  want  to  maintain 
their  inventions  as  trade  secrets  until  they  have  some  indication 
that  what  they  have  is  worthwhile. 

It  is  our  feeling  that  that  should  be  taken  care  of  by  a  provision 
which  permits  not  only  small  inventors,  but  all  inventors  to  get 
some  indication  from  the  patent  office  to  have  a  first  office  action 
before  the  application's  published,  so  they  can  get  a  reasonable  in- 
dication of  whether  or  not  what  they  have  is  likely  to  be  patentable 
or  not. 

The  bills  presently  enforce  H.R.  1733,  extends  that  provision  only 
to  small  inventors.  We  think  it  should  be  extended  to  all  inventors. 
We  also  think  that  our  H.R.  1733  provides  there  should  be  provi- 
sional rights  for  those  who  would  steal  an  invention  between  the 
time  of  publication  and  the  patents  issuance. 

The  application  which  provides  for  provisional  rights  before  the 
patent  issues  which  permits  an  accused  infringer  to  have  to  pay 


royalties  during  that  period  would  go  a  long  way,  we  feel,  toward 
solving  that  problem. 

Now,  what  about  patent  term?  We  all  know  that  the  URAA  did 
inject  a  provision  under  which  we  now  have  a  20-year  term.  There 
are  those  by  Congressman  Rohrabacher  who  would  change  that  to 
have  the  longer  of  the  17  year  term  or  from  issuance  of  a  20-year 
term  from  filing. 

We  do  not  think  that  is  a  good  idea.  Mr.  Banner  talked  about 
certainty.  Well,  there's  another  kind  of  certainty  we  need.  We  need 
the  certainty  that  would  not  suddenly  after  many,  many  years 
going  to  have  a  patent  pop  up,  a  patent  that  a  lot  of  people  have 
called  a  submarine  patent,  which  has  been  pending  for  years  and 
years,  which  has  a  disclosure  and  claims  which  has-which  effec- 
tively is  able  to  be  twisted  and  modified  depending  upon  what  the 
industry  has  done  in  the  interim. 

We  don't  think  that  is  helpful.  We  think  H.R.  359  would  not 
solve  that  problem,  and  we  think  that  a  bill  such  as  H.R.  1733 
would  go  a  long  way  toward  solving  the  problem. 

Now,  importance  of  bills  such  as  H.R.  1733,  argue,  "Well,  the 
problem's  exaggerated.  We  really  don't  have  lots  of  submariners." 
The  numbers  that  have  been  generated  by  the  patent  office  and 
others  are  greatly  inflated.  Well,  I  don't  want  to  get  involved  in  a 
numbers  game.  But  let  me  tell  you.  Madam  Chair,  the  problem  is 
not  an  inflated  one. 

I  personally  have  litigated  against  submariners.  In  fact,  sub- 
mariners have  created  a  Fair  Employment  Act  for  lav^^ers  in  the 
last  few  years,  like  Mr,  Reynoldson,  who  has  created  litigation  all 
over  the  country.  He  is  the  classic  submariner,  and  I  have  a  chart 
here  of  patents — two  patents — two  applications  he  filed  in  1954 
which  have  generated  a  string  of  applications  that  must  be  20  or 
30  long  extending  into  1993. 

Recently  a  magistrate,  affirmed  by  a  District  Court  Judge,  com- 
mented on  Mr.  Reynoldson's  abuse  of  the  system.  Well,  people  like 
Mr,  Reynoldson  may  not  be  numerous,  but  when  they  hit  they  hit. 
Mr.  Reynoldson's  lawyer  a  couple  of  years  ago  made  a  $150  million 
in  1  year. 

If  we  had  that  kind  of  money,  we  might  go  a  long  way  to  reduc- 
ing the  national  debt.  The  fact  is  the  submarine  problem  is — does 
exist.  It  is  a  problem,  and  I  don't  think  we  need  to  get  into  a  num- 
bers game  to  appreciate  that  fact 

Finally,  Madam  Chair,  I  would  just  like  to  note  that  there  is  a 
problem  of  delays  creating  in  equities,  and  we  feel  that  bills  deal- 
ing with  the  submariner  problem  should  also  deal  with  the  problem 
of  those  in  equities  by  granting  extended  terms  for  delays  which 
take  place  in  the  patenting  process.  H.R.  1733  is  one  approach  to 
that,  and  we  think  it  is  a  very  healthy  thing  to  take  care  of. 

We,  therefore,  commend  you.  Madam  Chair,  and  your  Committee 
in  support  of  bills,  other  than  H.R.  359  bills,  that  would  go  a  long 
way  toward  providing  us  with  certainty  and  which  would  help  large 
businesses  and  small  businesses  alike.  Thank  you,  Madam  Chair. 

[Mr.  Dunner's  statement  may  be  found  in  the  appendix.] 

Chair  Meyers.  Thank  you  very  much,  Mr.  Dunner.  Mr. 
Litzsinger. 


Mr.  Litzsinger  is  the  Vice  President  of  The  Allisince  for  American 
Innovation,  and  he  too  is  from  Washington. 

TESTIMO^fY  OF  ORVILLE  '^NIP"  LITZSINGER,  VICE  PRESIDENT, 
THE  ALLIANCE  FOR  AMERICAN  INNOVATION,  INC. 

Mr.  Litzsinger.  Thank  you,  Madam  Chair.  As  a  Vice  President 
for  The  AUiance  for  American  Innovation,  I'd  have  to  say  that  we 
are  the  primary  representatives  for  independent  small  business 
innovators,  individual  small  entities,  and  universities  that  are  con- 
cerned and  interested  about  this  issue. 

I  also  own  two  small  business  enterprises  myself  and  sincerely 
appreciate  the  work  of  this  Committee  at  this  important  time, 
while  we  experience  the  downsizing  of  some  of  our  former  corporate 
giants. 

The  alliance  is  the  only  organization  representing  a  cross  section 
of  industries  in  innovation,  and  we  do  not  support  any  persons, 
countries,  or  organizations  seeking  to  game  this  system. 

The  independent  small  business  individuals  are  concerned  be- 
cause of  the  issues  of  patent  term  and  their  publication.  They  are 
seriously  concerned  about  those  issues.  Some  of  those  that  are  con- 
cerned are  also  inductees  in  the  National  Hall  of  Fame,  which  is 
located  in  Akron,  Ohio. 

According  to  the  Hall  of  Fame,  these  are  "individuals  who  con- 
ceived the  great  technological  advances  which  this  Nation  fosters 
through  its  patent  system."  Again,  I  would  like  to  repeat:  Through 
its  patent  system. 

What,  furthermore  is  interesting  is  that  72  percent  of  the  induct- 
ees come  out  of  the  small  entity  category.  These  people  have  been 
referred  to  as  "weekend  hobbyists"  by  our  patent  commissioner. 

Well,  these  weekend  hobbyists  have  provided  the  U.S.  "Pot  of 
Gold"  from  which  every  nation's  tried  to  eagerly  steal  a  copy,  le- 
gally or  illegally. 

The  United  States  has  more  intellectual  property  than  the  rest 
of  the  industrialized  world  put  together.  These  weekend  hobbyists 
pay  the  patent  office  fees,  and  they're  the  creators  of  the  new  jobs 
and  emerging  industries  and  national  health. 

The  three  major  concerns  of  these  small  business  innovators; 
number  one,  they  must  have  a  guaranteed  patent  term;  number 
two,  they  must  have  secrecy  of  their  patent  applications;  and  num- 
ber three,  there  must  be  an  avoidance  of  costly  court  battles. 

First,  why  do  they  need  a  patent  term?  Well,  this  is  addressed 
satisfactorily  with  H.R.  359,  and  the  need  is  for  venture  capital. 
Venture  capital  must  be  obtained  by  the  inventors  before  the  pat- 
ent is  issued. 

They  do  the  commercial  planning  and  their  financial  planning  at 
the  same  time  they  do  their  technical  planning.  So,  this  money  is 
needed  up  front,  and  they  cannot  get  venture  capital.  Usually  ven- 
ture capitalist  will  not  loan  money  to  a  technical  individual  unless 
you  are  able  to  analyze  the  amortization  schedule  from  which  to  re- 
cover your  funds.  So,  they  can't  get  venture  capital. 

Second,  is  remember  with  the  GATT  legislation,  we  went  to  a  20 
years  from  filing  system.  If  you  were  the  inventor  of  the  laser  and 
it  took  21  years  to  get  through  the  patent  system,  you  obviously 


would  have  had  problems  at  that  time,  number  one,  even  getting 
venture  capital;  and  number  two,  having  a  valid  patent. 

This  is  now  uncertain,  the  guaranteed  time  needed  for  venture 
capital  because  of  GATT  and  some  of  the  so-called  "compromises." 
While  some  of  our  affiliates  are  in  the  Biotech  arena — we  have  to 
say  on  their  behalf  that  the  impact  is  lethal.  Even  though  there  are 
some  obscure  studies  that  claim  otherwise. 

In  the  patent  term  problem,  it  is  not  isolated  to  one  industry  but 
across  the  board.  The  second  concern,  as  I  have  mentioned,  was 
early  publication;  and  it's  the  heart  and  soul  of  H.R.  1733. 

Don't  let  anyone  tell  you  that  H.R.  1733  was  devised  to  cure  the 
patent  term  problem.  It  was  devised  to  publish,  heretofore  secret 
patents,  and  that's  the  heart  and  soul  of  H.R.  1733. 

The  justification  was  illogical  to  say  that  just  because  we  pub- 
lished overseas,  we  should  publish  here.  Most  informed  know  that 
the  level  of  detail  on  a  patent  application  in  the  United  States 
must  be  in  much  more  detail  than  it  is  on  an  overseas  copy.  It's 
an  open  invitation  to  co-opt  U.S.  technology,  or,  at  worst,  legalize 
industrial  espionage.  It  would  undercut  the  quality  of  examination. 

Third,  is  expensive  court  battles.  We're  driven  to  those  because 
of  the  first  two  issues,  if  they're  not  solved  properly.  It's  a  direct 
outgrowth. 

Ultimately  the  independent  inventor  or  the  small  business  inven- 
tor will  win  his  court  battles,  but  unfortunately  he  often  cannot  af- 
ford to  engage.  He  must  withdraw  before  that  time  so  that  he  can 
pursue  other  efforts. 

There  are  two  worlds,  obviously,  of  intellectual  property.  In  some 
of  that  I  have  to  say  that  the  way  that  we  were  placed  in  the  situa- 
tion we're  in  today  is  a  part  of  the  GATT  implementing  legislation. 
That  was  inappropriate  language.  Why  was  that  inappropriate?  Be- 
cause the  GATT  negotiated  Marrakesh  was  for  a  minimum  patent 
term  of  20  years  from  date  of  issue. 

What  went  through  another  Committee's  legislation  was  a  180 
degrees  out,  and  it  resulted  in  a  in  a  maximum  of  20  years  from 
date  of  issue.  Also  the  justification  of  submarine  patents  did  not 
prove  to  be  quite  as  what  it  was  said  to  be.  The  patent  commis- 
sioner— or  someone  testified  that,  in  fact,  there  were  627  sub- 
marine patents  out  of  2,300,000  and  subsequently  we  found  that 
two-thirds  of  these  were  under  Government  secrecy  orders. 

Maybe  there  were  a  few  of  these  that  were  gamed;  we  don't 
know,  because  there's  so  many  variables.  If  so,  there  are  proce- 
dures available  within  the  patent  office  to  correct  those  problems 
without  throwing  the  baby  out  with  the  bath  water. 

Again,  in  summary,  virtually  every  small  business  organization 
has  endorsed  our  position.  Supporting  H.R.  359  and  opposing  H.R. 
1733.  There  are  many,  many  other  endorsements  in  our  file.  Three 
times  the  number  of  cosponsors  for  H.R.  359  as  H.R.  1733,  and  ad- 
ditional members  have  promised  their  support  when  the  bill  gets 
to  the  floor.  It  likely  will  get  to  the  floor,  I  should  say  "hopefully." 

It's  truly  bipartisan.  We  have  a  strong  leader  from  the  SBA  Ad- 
vocacy group  who  has  endorsed  our  effort.  We  have  the  White 
House  agreeing  with  Senator  Dole,  with  his  companion  bill,  S.  284, 
to  my  proposal;  and  legislation  which  was  passed  in  the  final  mo- 


8 

ments  of  the  103rd  Congress,  was  bad  and  has  been  acknowledged 
as  such  by  sponsors. 

We  must  restore  our  world  class  patent  system  by  moving  H.R. 
359  to  the  floor,  and  I  thank  you  very  much. 

[Mr.  Litzsinger's  statement  may  be  found  in  the  appendix.] 
Chair  Meyers.  Thank  you,  Mr.  Litzsinger.  Our  next  witness  is 
Mr.  Charles  Ludlam,  who  is  Vice  President  of  the  Biotechnology  In- 
dustry Organization  and  is  from  Washington,  DC. 

TESTIMONY  OF  CHARLES  E.  LUDLAM.  VICE  PRESIDENT, 
BIOTECHNOLOGY  INDUSTRY  ORGANIZATION 

Mr.  Ludlam.  Madam  Chair  and  members  of  the  Committee,  Con- 
gressman Rohrabacher.  I  think  it's  appropriate  that  I  be  the  middle 
witness  on  the  panel.  We  have  been  in  the  middle  of  this  debate 
for  more  than  2  years  trying  to  find  a  solution  that  can  become  law, 
and  that's  what  I  would  like  to  talk  about. 

I  am  Vice  President  for  Government  Relations  at  BIO.  We  rep- 
resent the  U.S.  Biotechnology  Industry,  over  600  companies.  The 
only  issue  I  will  talk  about  today  is  the  GATT  patent  term.  We're 
happy  to  talk  about  18  month  publication,  if  you  wish. 

We've  been  working  on  this  issue  for  2  years.  We  have  a  200  per- 
son intellectual  property  Committee  they  have  had  10  meetings  fo- 
cusing on  that.  We  have  a  patent  term  working  group  that  has  had 
20  conference  calls  and  probably  40  memos  focusing  on  the  patent 
term. 

Our  board  of  directors  of  36  CEO's  of  the  largest  and  smallest 
biotech  companies  in  the  world  have  discussed  this  issue  on  four 
different  occasions.  There  is  no  issue  on  patents  which  has  gotten 
more  attention  at  BIO  than  the  patent  term. 

Our  position  on  the  issue  has  not  been  contentious  within  BIO. 
We  settled  on  our  position  2  years  ago,  and  we  have  been  sticking 
to  it  ever  since.  Our  position  is  simple:  Our  industry  can  live  with 
the  20  year  measured  from  the  date  of  application  as  long  as  dili- 
gent applicants  do  not  lose  patent  term  for  reasons  that  are  beyond 
their  control. 

We  have  never  pressed  for  amendments  which  will  protect  dila- 
tory patent  applicants  who  intentionally  delay  the  issuance  of  the 
patent.  The  length  of  the  patent  term  is  critical  to  the  industry. 

No  biotechnology  research  will  be  conducted  in  the  private  sector 
without  patents.  No  investor  will  invest  funds  in  our  biotech  com- 
panies to  fund  the  research.  Unfortunately  there  is  no  category  of 
patents  which  is  more  adversely  affected  by  the  20  year  GATT  pat- 
ent term  than  the  biotech  patents.  The  reason  for  that  is  that  we 
have  the  longest  delays  at  the  PTO  in  the  processing  of  our  appli- 
cations. 

So  the  question  here,  and  the  only  real  question,  is  how  do  we 
amend  the  law  to  solve  this  problem? 

BIO  has  not  yet  taken  a  position  in  support  of  or  in  opposition 
to  any  of  the  four  pending  bills:  The  Rohrabacher  bill,  the  Moor- 
head  bill,  the  Hatch  and  the  Dole  bills.  We  have  not  taken  a  posi- 
tion for  one  simple  reason — we  do  not  believe  that  any  of  these  bills 
in  their  current  form  can  become  law. 
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Our  concern  is  that  the  standoff  between  the  sponsors  of  these 
bills  will  kill  all  the  bills  and  we  will  be  left  with  current  law, 
which  is  the  worst  available  option. 

Let  me  start  with  the  Moorhead  and  Hatch  bills.  The  Moorhead 
and  Hatch  bills  provide  some  additional  protection  for  diligent  pat- 
ent applicants.  There  is  some  protection  in  the  law  as  enacted  and 
they  provide  more.  These  amendments  are  a  improvement  over  cur- 
rent law,  and  they  recognize  that  there  are  some  severe  inequities 
in  the  law  where  diligent  applicants  will  lose  patent  term  for  rea- 
sons that  are  beyond  their  control. 

We  commend  Congressman  Moorhead  and  Senator  Hatch  for  ac- 
knowledging that  the  GATT  law  is  flawed  and  it  needs  to  be 
amended.  However,  under  the  amendments  some  diligent  appli- 
cants will  still  lose  patent  term.  The  amendments  do  not  solve  the 
complete  problem. 

So  BIO  is  pressing  for  additional  amendments  which  will  abso- 
lutely and  unequivocally,  and  affirmatively  and  objectively  guaran- 
tee that  no  dihgent  applicant  will  ever  lose  patent  term. 

The  amendments  that  BIO  proposes  to  the  Moorhead  and  Hatch 
are  explained  in  this  statement  and  can  be  explained  in  greater 
depths  in  the  questions.  We  do  not  believe  that  there  is  any  case 
where  diligent  patent  applicant  will  lose  any  patent  term  under  the 
BIO  amendments. 

We  have  repeatedly  asked  the  sponsors  of  the  bills  to  set  a  17 
year  minimum  patent  term — Rohrabacher  and  Dole — whether  they 
have  any  examples  or  any  cases  where  a  diligent  applicant  would, 
in  fact,  lose  patent  term  under  the  BIO  amendments.  We  have  not 
been  given  any  examples. 

It  is  obviously  true  that  the  Rohrabacher  and  Dole  bills  are  less 
complicated  than  the  BIO  amendments,  but  that  is  a  question  of 
form,  not  of  substance.  Our  amendments  are  not  a  compromise.  If 
you  can  show  us  cases  where  our  amendments  would  not  protect 
diligent  applicants,  we  will  modify  them  so  that  they  do. 

Similarly,  we  have  asked  the  sponsors  of  the  Moorhead  and 
Hatch  bills  whether  the  BIO  amendments  are  subject  to  any  kind 
of  abuse  for  submarine  patents.  They  have  given  us  no  examples. 

So  we  believe  based  upon  this,  that  our  amendments  solve  every 
legitimate  issue  raised  by  the  sponsors  of  the  Rohrabacher  and 
Dole  bill  and  raised  by  the  Moorhead  and  Hatch  bills. 

With  the  BIO  amendments,  we  believe  the  Moorhead  and  Hatch 
bills  can  say  to  applicants,  "If  you  are  diligent  in  prosecuting  a  pat- 
ent application,  you  will  not  lose  patent  term." 

With  that  guarantee,  there  is  no  need  for  an  explicit  guarantee 
of  the  17  year  patent  term  from  grant  because  we  have  taken  care 
of  the  problem  as  a  matter  of  substance.  Unfortunately,  the  Dole- 
Rohrabacher  bills  would  protect  both  dilatory  and  diligent  patent 
applicants,  and  that  is  the  flaw,  and  that  is  what  has  generated  so 
much  opposition  to  them.  We  believe  there  is  no  possible  justifica- 
tion for  assisting  dilatory  patent  applicants. 

Unfortunately,  this  debate  has  been  presented  as  an  up-or-down 
fight  where  we  have  only  two  choices,  and  we  must  vote  yes  or  no. 
With  the  BIO  amendments  we  have  another  alternative. 
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What  we  need  is  a  bill  to  become  law.  Now,  the  current  law  is 
indefensible.  Diligent  applicants  can  be  harmed  by  the  current  law, 
and  we  need  to  pass  a  law  which  will  solve  the  problem. 

Congressman  Rohrabacher  and  Senator  Dole  have  performed  a 
valuable  service  by  raising  this  issue.  We  would  obviously  not  be 
here  today  except  for  their  efforts  in  raising  the  issue. 

But  now  is  the  time  we  have  to  focus  on  the  substance  and  not 
on  the  form.  Now  is  the  time  to  focus  on  enacting  a  bill  into  law, 
and  we  believe  that  that  bill  will  accept  the  20  year  context,  but 
protect  diligent  applicants;  we  believe  that  is  the  fair  compromise. 

Let  me  just  close  by  saying  the  biotechnology  industry  has  more 
at  stake  in  this  issue  than  any  other  industry.  We  stand  to  lose 
more  on  the  current  law  than  anybody  else.  If  we  can  live  with  a 
20-year  term  with  the  protections  of  those  applicants,  everybody 
can  live  with  a  20-year  term.  Thank  you  very  much. 

[Mr.  Ludlam's  statement  may  be  found  in  the  appendix.] 

Chair  Meyers.  Thank  you  very  much,  Mr.  Ludlam.  We  appre- 
ciate your  testimony  here  today,  and  I  think  by  kind  of  explaining 
the  merits  of  both  cases,  you've  helped  with  our  understanding. 

Diane  Gardner  is  with  Molecular  Biosystems,  Inc.,  from  San 
Diego,  California.  Diane. 

TESTIMONY  OF  DIANE  L.  GARDNER,  MOLECULAR 
BIOSYSTEMS,  INC. 

Ms.  Gardner.  Thank  you.  Madam  Chair.  I  must  say  that  your 
opening  remarks  are  a  fair  assessment  of  the  opinion  held  by  my 
company.  We  are  truly  a  small  business.  We  have  133  employees. 
For  all  practical  purposes,  most  of  the  competitors  in  our  tech- 
nology have  legal  departments  that  are  at  least  as  big  as  that.  So, 
we're  truly  a  small  fish  in  a  big  pond. 

I'd  like  to  start  by  discussing  GATT.  As  we  all  know,  GATT  det- 
rimentally changed  the  patent  term,  although,  it  was  not  required 
to  do  so.  It  created  a  variable  term  outside  of  the  applicants'  con- 
trol. 

So  the  efficiency  of  the  USPTO  now  determines  the  actual  length 
of  the  patent.  The  USPTO  estimates  of  pendency  are  misleading. 
Most  patents  will  now  have  a  reduced  term. 

Unfortunately,  pioneering  technology  usually  takes  longer  to  ex- 
amine than  do  simpler  inventions.  Biotech  applications  take  the 
longest  to  mature  into  patents.  They  also  take  the  longest  to 
achieve  regulatory  approval.  An  example  of  that  is  my  own  com- 
pany. We  are  the  first  company  to  have  FDA  approval  for  an 
ultrasound  contrast  imaging  agent. 

The  first  6  months  of  our  approval  process  was  the  FDA's  deter- 
mination of  whether  it  should  be  categorized  as  a  drug  or  a  device. 
So,  under  the  current  20-year  term  that  would  have  been  6  months 
shorter  term  for  no  good  reason. 

The  value  of  our  patents  are  greater  near  the  end  of  our  patent 
term.  Biotechnology  patents  cost  more  to  bring  to  market,  and, 
therefore,  I  think  that  we're  likely  to  see  product  price  increases 
which  are  the  inevitable  result  of  the  shortened  term  of  the  pat- 
ents. 

All  and  all,  it  places  an  undue  burden  on  the  biotechnology  in- 
dustry, in  which  the  United  States  is  a  world  leader. 
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H.R.  359  seeks  to  restore  the  patent  term  by  offering  a  dual 
term.  It  gives  equal  protection  to  all  inventors  of  all  technologies. 
The  term  would  not  be  dependent  on  the  length  of  the  examination, 
and  the  longevity  of  the  technology  type  would  not  be  a  benefit  or 
a  detriment. 

It  would  benefit  the  small  and  nonprofit  inventors  of  undeveloped 
research.  It  would  allow  solid  protection  for  later  additions  and  im- 
provements to  the  technology,  and  it  would  facilitate  the  formation 
of  partnerships  based  on  that  core  technology.  It  would  aid  compa- 
nies in  securing  investment  capital,  and  the  definite  term  would 
allow  for  better  valuation  of  the  technology,  which  promotes  invest- 
ment. 

It  would  keep  more  money  in  American  companies  because  for- 
eign improvements  would  be  delayed,  and  it  would  give  greater  in- 
centive to  American  inventors,  encouraging  the  use  of  the  patent 
system. 

H.R.  359  provides  for  publication  of  certain  patent  applications. 
Of  course,  we  all  know  that  there  is  great  debate  on  the  fact  or  fal- 
lacy of  submarine  patents.  Publication  of  continuing  application  ef- 
fectively 60  months  or  older  curbs  the  abuse  of  continuation  prac- 
tice. It  allows  the  industry  to  avoid  unwitting  infringement,  and  it 
allows  the  inventor  to  make  an  educated  decision  as  to  whether  or 
not  to  withdraw  the  application,  based  upon  examination  to  date. 

The  way  I  see  it,  it's  cheaper  and  easier  than  publishing  all  ap- 
plications at  an  18  month  mark.  H.R.  1733  is  contrary  to  the  pur- 
pose of  the  patent  svstem,  and  it  hurts  small  inventors.  The  earlier 
there  is  disclosure  for  a  small  inventor,  the  earlier  they  can  be  at- 
tacked by  large  entities  with  more  resources. 

H.R.  1733  gives  an  automatic  relinquishment  of  unpatentable 
technology.  Fear  of  publication  may  drive  technology  underground, 
and  an  applicant  may  try  to  delay  disclosure.  This  is  contrary  to 
the  purpose  of  our  patent  system. 

Well-financed  companies  can  attack  smaller  ones  with  inter- 
ferences once  they  have  seen  the  published  application.  My  com- 
pany is  currently  in  a  situation  like  that.  We  feel  that  we  can  win 
an  interference  on  the  merits  of  the  case.  However,  it  may  not  come 
to  fruition  because  we  do  not  have  the  resources  to  go  forward  with 
the  interference,  and  our  competitor  knows  that. 

Foreign  companies  will  have  earlier  opportunity  to  develop  im- 
provements, and  under  the  current  bill  the  commissioner  is  granted 
too  much  power.  The  appeal  process  should  be  automatic,  and  the 
patent  system  should  protect  the  inventor. 

There  is  absolutely  no  equal  protection  for  inventors.  Small  in- 
ventors are  put  in  a  detriment.  The  reasonable  royalty  claim  re- 
quirement is  practically  impossible  to  meet,  and  there's  no  provi- 
sion that  protects  against  the  creation  of  pre-grant  opposition. 

I  would  like  to  urge  you  to  give  consideration  to  the  BIO  amend- 
ments. The  folks  over  at  BIO  have  spent  a  long  time  working  on 
their  amendments,  and  they  have  a  lot  of  good  ideas. 

I  feel  that  currently  no  one  vision  is  ideal.  I  think  that  the  best 
result  would  be  a  combination  of  a  lot  of  these  ideas.  However,  as 
things  stand  right  now,  I  believe  that  H.R.  359  provides  better  ben- 
efits to  the  kinds  of  companies,  small  inventors,  and  the  bio- 
technology industry.  Thank  you. 
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[Ms.  Gardner's  statement  may  be  found  in  the  appendix.] 
Chair  Meyers.  Thank  you  very  much,  Ms.  Gardner. 
Our  next  witness  is  Michael  Kirk,  and  he's  the  executive  director 
of  the  American  Intellectual  Property  Law  Association  based  in  Ar- 
lington, Virginia. 

TESTIMONY  OF  MICHAEL  K.  KIRK,  ESQUIRE,  EXECUTIVE  DI- 
RECTOR, AMERICAN  INTELLECTUAL  PROPERTY  LAW  ASSO- 
CIATION  (AIPLA) 

Mr.  Kirk.  Thank  you,  Madam  Chair.  I  appreciate  the  oppor- 
tunity very  much  to  appear  before  you  today 

Chair  Meyers.  Mr.  Kirk,  would  you  wait  just  a  minute?  Let  me 
just  mention  that  we  have  been  joined  by  two  Members. 

Did  he  leave  again?  He  got  away.  We  have  been  joined  by  Mr. 
Luther  and  Ms.  Clayton,  and  they  are  current  members  of  the 
Committee.  I  was  going  to  welcome  Jesse  Jackson  who  is  a  new 
member  of  the  Committee.  He  will  probably  be  back  in  a  minute, 
and  we'll  take  care  of  that  later.  So,  Mr.  Kirk. 

Mr.  Kirk.  Thank  you,  Madam  Chair  and  members  of  the  Com- 
mittee. I  appreciate  the  opportunity  to  be  here  today  to  express  our 
views  on  the  impact  which  a  20  year  patent  term  and  early  publi- 
cation of  patent  applications  will  have  on  small  businesses. 

The  concept  of  a  20  year  patent  term  from  filing  and  the  18 
month  publication  had  been  discussed  widely  and  supported  by  a 
variety  of  interests  for  a  lot  of  years. 

President  Lyndon  Johnson  back  in  the  1960's  appointed  a  Presi- 
dential commission  to  study  this  issue.  Robert  Mosbacher,  Sec- 
retary of  Commerce,  appointed  an  Advisory  Commission  on  Patent 
Law  Reform  to  study  these  issues,  and  President  Clinton  has  made 
recommendations  in  this  area.  All  of  them  have  supported  both  the 
patent  term  of  20  years  from  the  earliest  date  of  filing  and  18 
month  publication  pending  application. 

In  addition,  a  variety  of  industry  and  bar  associations  have  also 
supported  these  two  concepts,  including  my  own  association;  the 
American  Intellectual  Property  Law  Association. 

The  patent  term  of  20  years  from  the  effective  filing  date  will 
benefit  the  public  because  it  encourages  patent  applicants  to  co- 
operate with  the  patent  office  in  reducing  pendency  time.  It  would 
encourage  applicants  to  promptly  present  claims  that  they  believe 
are  patentable. 

The  20-year  term  will  discourage  the  use  of  successive  continuing 
applications  to  prolong  prosecution  and  delay  the  grant  of  patents. 
This  will  make  it  much  more  likely  that  patents  are  issued  prompt- 
ly and  will  incentivize  commercialization  of  new  inventions  for  the 
benefit  of  the  American  public. 

Publication  of  applications  18  months  from  filing  will  ensure  that 
U.S.  small  businesses  have  prompt  access  to  a  comprehensive  tech- 
nological data  base  in  the  English  language  especially  of  foreign 
technology.  It  levels  the  playing  field  between  American  firms  and 
their  foreign  competitors  who  currently  see  U.S.  technology  in  their 
languages,  in  their  countries,  at  least  12  months  before  U.S.  com- 
panies see  foreign  technologies  in  patent  documentation  in  the 
United  States. 
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It  will  assist  the  PTO  in  the  examination  of  patent  applications 
by  placing  before  examiners  in  a  timely  fashion  more  of  the  rel- 
evant prior  art  on  which  they  make  their  judgments.  It  would  en- 
able small  businesses  to  receive  more  complete  and  accurate  pat- 
entability assessments  with  respect  to  the  92  percent  of  patents  is- 
sued today  to  other  than  U.S.  small  businesses,  thus  enabling  them 
to  avoid  patent  infringement.  It  would  guarantee  inventors  the  op- 
portunity to  obtain  at  least  18 V2  years  of  enforceable  patent  rights 
which  could  be  extended  through  early  publication  upon  request  or 
through  the  filing  of  a  provisional  application. 

We  do  not  believe  that  H.R.  359  protects  the  interests  of  the 
American  small  business  firms.  It  provides  no  incentives  for  appli- 
cants to  promptly  commercialize  new  technology  and  would  allow 
applicants  to  keep  technology  totally  submerged  for  at  least  8  to  10 
years  after  the  first  patent  application  is  filed  even  with  publica- 
tion at  60  months. 

H.R.  359  did,  however,  as  was  pointed  out  by  earlier  speakers, 
identify  one  potential  problem  that  we  believe  H.R.  1733  would 
more  appropriately  correct:  the  potential  loss  of  patent  term  caused 
by  administrative  delays  in  the  Patent  and  Trademark  Office. 
There's  one  thing  about  which  I  think  every  panelist  this  morning 
agrees,  and  that  is  that  diligent  patent  applicants  should  lose  no 
term.  We  disagree  on  how  to  get  there. 

Let  me  address  one  or  two  criticisms  of  H.R.  1733.  It  is  said  that 
by  publishing  applications  before  patent  grant,  that  trade  secrets 
included  in  the  application  will  be  available  for  competitors  here 
and  abroad  to  use  without  any  protection  for  the  inventors.  Let's 
recognize  that  only  55  percent  of  U.S.  application  are  filed  by  do- 
mestic interests.  Perhaps  as  many  as  one-half  of  these  are  then 
filed  abroad,  where,  as  mentioned,  they  will  be  published  at  18 
months. 

Many  of  the  remaining  applications  simply  are  not  suitable  for 
trade  secret  protection  because  once  placed  on  the  market,  the  en- 
tire secret — the  method  of  manufacture — is  essentially  published.  It 
is  only  manufacturing  processes  and  the  few  other  limited  types  of 
inventions  that  can  successfully  be  protected  as  trade  secrets. 

As  mentioned,  H.R.  1733  contains  a  provision  to  guarantee  in- 
ventors the  right  to  a  first  action  before  publication,  and  we're 
among  those  who  support  broadening  this  out  to  small  businesses 
so  that  they  also  can  receive  this  information.  I  should  mention 
that  failing  to  file  abroad  because  you  do  not  wish  to  see  your  pat- 
ent application  published  abroad  is  a  detriment  to  the  United 
States. 

If  an  inventor  does,  not  file  for  patents  in  other  countries,  as  soon 
as  the  patent  issues  in  the  United  States,  his  invention  falls  into 
the  public  domain  in  those  other  countries;  and  can  be  used  freely 
by  any  of  his  foreign  competitors  to  sell  throughout  the  rest  of  the 
world  with  no  benefit  or  compensation  to  the  inventor. 

In  closing,  let  me  briefly  comment  on  statements  that  some  have 
made  that  the  United  States  engaged  in  certain  agreements  with 
Japan  to  mutilate  or  somehow  undermine  the  strength  of  the  U.S. 
patent  system. 

I  have  the  right  to  make,  as  one  who  was  intimately  involved  in 
that  process,  a  simple  declaratory  statement:  the  proposal  that  re- 
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suited  in  the  adoption  of  a  patent  term  of  20  years  from  the  date 
of  fiHng  was  not  made  because  it  was  good  for  Japan.  It  was  made 
and  adopted  because  it  was  good  for  the  United  States  of  America. 
The  same  is  true  of  the  proposal  to  publish  at  18  months.  Thank 
you. 

[Mr.  Kirk's  statement  may  be  found  in  the  appendix.] 

Chair  Meyers.  Thank  you  very  much,  Mr.  Kirk. 

I  tried  to  welcome  you  a  few  minutes  ago  and  you  were  making 
a  phone  call,  but  I  would  like  to  extend  a  warm  welcome  to  Jesse 
Jackson,  Jr.  We're  very  glad  to  have  you  as  a  new  member  of  this 
Committee.  Welcome. 

Mr.  Jackson,  Thank  you  very  much.  Madam  Chair. 

Chair  Meyers.  Our  final  witness  is  Ginny  Beauchamp,  and  she 
is  representing  the  National  Association  for  the  Self-Employed,  and 
we're  very  glad  to  have  you  with  us  today.  Ginny. 

TESTIMONY  OF  GINNY  BEAUCHAMP,  NATIONAL  ASSOCIATION 
FOR  THE  SELF-EMPLOYED 

Ms.  Beauchamp.  Good  morning.  Chairman  Meyers  and  members 
of  the  Committee. 

I  am  Vice  President  of  the  National  Association  for  the  Self-Em- 
ployed, which  has  over  320,000  members  nationwide.  We  represent 
the  smallest  of  small  business,  with  80  percent  of  our  membership 
having  businesses  with  fewer  than  five  employees.  In  fact,  approxi- 
mately 60  percent  of  our  members  are  self-employed  with  no  em- 
ployees. 

I  have  been  surprised  by  the  number  of  our  members  who  have 
contacted  our  office  and  are  concerned  with  this  very  technical  pat- 
ent term  legislation  before  the  Committee  today. 

I  am  neither  a  patent  attorney  nor  am  I  an  expert  on  the  tech- 
nicalities of  the  legislation,  but  I  am  very  familiar  with  the  needs 
of  small  business  and  what  makes  independent  entrepreneurs  tick. 

When  it  comes  to  innovation,  SBA  reports  that  small  firms 
produce  twice  as  many  product  innovations  per  employee  as  large 
firms.  As  well  as  producing  twice  as  many  significant  first  of  the 
kind  innovations. 

Last  year  our  association  joined  the  Alliance  for  American  Inno- 
vation. A  group  of  small  businesses  and  associations  supporting 
H.R.  359  because  we  feel  the  alliance's  concern  that  legislation  is 
needed  to  protect  small  business  and  independent  innovation  to  the 
fullest  extent.  We  support  H.R.  359  because  it  will  protect  small 
business  inventors  from  having  their  applications  published  before 
the  patent  process  is  completed. 

Imagine  how  many  corporations  would  have  liked  to  copy,  quote, 
the  technology  of  the  defibrillator,  the  CAT  scanner,  or  soft  contact 
lenses;  all  invented  by  small  firms  and  not  large  firms  before  the 
patents  could  have  been  finalized. 

Small  business  simply  cannot  afford  expensive  litigation  attor- 
neys to  respond  to  challenges  and  request  for  extension  asking  cor- 
porate America  during  the  patent  pending  process. 

Protection  of  privacy  rights  for  the  small  business  inventor  is  ex- 
tremely critical.  We  also  support  the  bill  because  we  know  what  in- 
ventors need  to  raise — that  inventors  need  to  raise  capital.  They 
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need  about  as  much  time  as  it  takes — that  they  will  control  the 
patent,  in  essence. 

Legislation  like  H.R.  1733  which  we  oppose  would  lead  to  uncer- 
tainty about  patent  terms.  Which  in  turn  would  mean  that  inves- 
tors couldn't  calculate  their  rates  of  return,  and  that  means  the 
flow  of  investment  to  independent  inventors  would  be  sharply  cur- 
tailed. 

Delegates  to  the  1995  White  House  conference  on  small  business 
debated  this  issue  extensively.  Much  debate  has  followed  since  that 
time,  with  some  claiming  the  delegates  were  confused  on  the  issue. 

I  can  report  that  the  White  House  Conference  Technology  Chairs 
across  this  country  on  conference  calls  almost  every  month,  has 
spent  many  hours  debating  these  legislative  proposals  and  clearly 
see  that  the  intent  of  the  resolution  they  past  can  be  achieved 
through  the  passage  of  H.R.  359. 

The  provisions  of  H.R.  359  requiring  that  patent  coverage  be  a 
longer  of  20  years  from  the  date  of  filing  or  17  years  from  the  date 
of  issue  are  exactly  what  the  smallest  of  small  business  needs.  The 
longer  a  period  of  time  their  patents  are  covered,  the  more  likely 
inventors  are  to  invent,  and  investors  are  to  invest  in  their  innova- 
tions. 

Thank  you.  Madam  Chairman  and  members  of  the  Committee, 
for  allowing  the  National  Association  for  the  Self-Employed  to  ex- 
press the  concerns  of  its  inventor  members. 

Chair  Meyers.  Thank  you  very  much,  Ginny.  We're  glad  to  have 
you  with  us  today. 

[Mr.  Beauchamp's  statement  may  be  found  in  the  appendix.! 

Chair  Meyers.  I  will  start  with  a  few  questions  and  then  we'll 
turn  to  Mr.  Luther  and  then  to  Mr.  Rohrabacher,  who  has  a  slight 
prejudice  in  this  matter,  but  we'll  let  him  ask  questions  anyway. 

Mr.  Dunner,  you  said  you  support  the  publication — after  18 
months, 

Mr.  Dunner.  Yes. 

Chair  Meyers.  It  seems  to  me  that  there  would  be  a  problem  if 
we  published  in  greater  detail,  and  we  have  the  greater  number  of 
innovative  ideas  although  that — that  may  be  a  chauvinistic 
thought.  I  don't  know,  but  I  do  think  there  s  more  innovation  in 
this  country.  If  other  countries  are  not  as  careful  about  their  intel- 
lectual property  rights  as  we  are,  I  am  very  concerned  that  we  are 
going  to  see  American  ideas  stolen  by  others,  and  I'd  like  to  have 
you  comment  on  that. 

Mr.  Dunner.  Madam  Chair,  first  of  all,  I  think  it  is  true.  I've 
heard  different  numbers.  But  the  numbers  vary  somewhere  be- 
tween 60  percent  and  some  number  higher  of  applications  that  are 
filed  here,  are  filed  abroad.  So,  right  now  more  than  half,  a  large 
majority,  of  applications  are  filed  in  the  United  States  are  filed 
abroad,  and  are  published  afi^er  18  months  as  it  is. 

We  have  a  problem  here  that  a  lot  of  these  applications  are  pub- 
lished in  foreign  languages.  People — many  of  these  are  of  compa- 
nies that  start  abroad.  We  don't  have  the  benefit  of  English  lan- 
guage translations  of  their  cases,  and  we  think  it  would  be  much 
more  beneficial  to  inventors  here  to  have  English  language  publica- 
tions of  all  inventors,  those  emanating  from  abroad  and  those  here. 
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Second,  we  think  that  there  is  protection.  The  protection  is  that 
you,  as  Mr.  Kirk  pointed  out,  you  would  have  I8V2  months  worth 
of  pubHcation.  In  that  right,  after  publication  you  would  have  the 
benefit  of  royalty  potential  from  others  who  use  your  invention. 
Whereas  right  now,  you  can't  get  royalty  from  others  using  your  in- 
vention till  the  patent  issues. 

So,  we  think  there's  a  net  benefit  for  people  whose  applications 
are  published  after  18  months,  and  we  don't  think  the  detriment 
is  nearly,  to  the  extent  there  is  any,  nearly  as  great  as  the  benefits 
that's  achieved  from  early  publication. 

Chair  Meyers.  One  more  question  and  then  I'll  turn  to  Mr.  Lu- 
ther. I  would  like  to  have  some  comments  on  the  submarine  prob- 
lem. 

Explain  to  me  the  mechanics  of  what  happens  when  there  is  a 
patent  applied  for  and  then  all  of  these  suits,  you  held  up  this  piece 
of  paper  with  a  number  of  suits  that  had  been  filed,  what  happens 
there? 

Mr.  DuNNER.  Let  me  explain  that.  Madam  Chair.  What  happens 
is  Mr.  Lemelson's  example's  a  good  example.  He  filed  application 
in  the  early  50's,  1954. 

There  are  two  basic  applications.  In  the  United  States,  and  this 
would  be  permitted  under  H.R.  359,  you  can  file  an  application  and 
you  can  file  continuing  applications,  that  is  you  can  divide  out  sub- 
ject matter  from  one,  you  can  file  your  applications  and  add  subject 
matter  to  the  extent  the  disclosures  are  coming  with  the  original 
case.  You  can  perpetuate  your  application  hiding  from  no  one.  In 
Mr.  Lemelson's  case,  he  did  it  for  4  years. 

What  happens  is  you  go  in  and  you  file  very  broad  prophetic 
claims,  just  general  contours  of  an  idea,  and  you  watch  industry 
develop  in  the  interim  over  the  decades  from  the  time  you  file. 

You  can  go  in  and  amend  your  claims,  and  as  long  as  you  can 
make  some  reasonable  argument  that  it  traces  back  to  your  origi- 
nal case,  you  can,  as  Mr.  Lemelson  did,  get  a  patent  in  1990's  cov- 
ering device  in  which  a  whole  industry  is  now  covered  by  that  inno- 
vation, that  patent  claim. 

You  go  in  and  you  see  them,  and  you  see  them  in  front  of  a  jury, 
and  the  chances  jurors  tend,  I  think  it  is  a  very  common  view,  to 
be  very  partial  to  patent  owners;  and  you  take  this  very  prophetic 
disclosure,  which  is  now  40  years  beyond  its  time,  and  you  go  in 
and  you  fear  that  other  organizations  have  of  being  hit  with  Targe 
damage  claims  induces  them  to  settle  for  large  amounts  of  money. 

The  way  Mr.  Lemelson  made  all  his  money — if  his  attorney  got 
a  $150  million  he  got  $300  million  that  year — the  way  he  got  his 
money  is  he  has  rounded  up  whole  industries  around  the  world. 
United  States  and  otherwise,  and  said  look,  "If  you  pay  me  only  a 
penny  a  piece  or  a  dollar  a  piece  or  whatever  it  is,  I  won't  sue  you, 
I  won't — ^you  won't  run  the  risk  of  a  large  damage  award  in  a  jury 
case."  What  happens  is,  they  paid  him  tribute  in  order  to  avoid  the 
risk  of  litigation. 

I  assure  you,  Madam  Chair,  that  a  small  business  would  be  more 
likely  to  yield  to  Mr.  Lemelson  than  a  large  business.  Because  as 
we've  heard,  a  small  business  can  less  afford  litigation.  The  one 
paragraph  that  this  magistrate  said  about  the  process,  probably 
sums  it  up. 


17 

Mr.  Lemelson  has  a  history  of  using  the  statutes  and  patent  of- 
fice rules  concerning  divisional  and  continuing  patent  applications 
in  such  a  way  that  results  in  patents  issuing  several  decades  after 
the  disclosures  were  forced  and  included  in  their  other  applications. 

Whether  accidentally  or  purposely,  the  application  prosecution 
technique  has  resulted  in  an  intricate  web  of  application  in  patents 
that  can  be  traced  by  reference,  if  not  by  invention,  that  the  two 
patent  applications  originally  filed  in  the  mid-50's,  Lemelson  bene- 
fits firom  this  practice  by  asserting  the  early  effective  filing  dates 
of  those  original  applications  turning  all  intervening  systems  and 
devices  that  employee  such  technology  into  infringers. 

Now,  in  this  misuse  of  the  system  in  this  case  upheld  by  a  Dis- 
trict Court  for  sure  that's  going  up  to  the  Federal  Circuit.  God  only 
knows  what  will  happen  at  the  Federal  Circuit.  If  the  Federal  Cir- 
cuit opposes,  then  at  least  Mr,  Lemelson's  practice  will  hopefully  be 
squelched,  but  there  are  others  out  there  who  may  do  the  same 
thing,  and  who  may  have  better  luck  than  Mr.  Lemelson  did  here. 

Chair  Meyers.  Thank  you,  Mr.  Dunner.  I  have  questions  for  the 
rest,  but  I  will  take  a  later  turn,  Mr.  Luther. 

Mr.  Luther.  Well,  thank  you.  Madam  Chair,  and  thank  vou, 
panelists,  for  excellent  presentations.  My  question  really  is  along 
the  same  lines  as  the  Chair  has  already  asked.  I  would  like  to 
know  how — because  this  seems  of  great  concern  to  me  as  well,  this 
whole  submarine  patent  situation. 

How  frequent,  though,  does  this  occur?  In  other  words,  I  hear 
about  the  problem;  but  the  one  thing  I  haven't  heard  a  lot  about, 
is  how  often  does  this  occur?  In  the  total  scheme  of  things  what  are 
we  talking  about  here  in  terms  of  the  magnitude  of  the  problem? 

Chair  Meyers.  Mr.  Litzsinger. 

Mr.  Litzsinger.  Again,  the  GATT — during  the  GATT  implement- 
ing legislation  discussions,  as  I  mentioned  earlier,  there  was  testi- 
mony that  over  a  21  year  period  there  were  627  submarine  patents 
out  of  2,300,000  out  of  13  one-thousandths  of  1  percent. 

Then  even  after  that,  we  clearly — were  able  to  get  information 
from  the  patent  office  that  showed  that  two-thirds  of  those  were 
U.S.  Government  secrecy  orders.  So,  the  biggest  submariner  in  the 
this  country  was  the  U.S.  Government,  if  we're  going  to  publish 
that  name  game. 

Furthermore,  we  have  been  led  to  believe  very  strongly  that  this 
problem,  if  a  minor  problem  exists,  can  be  handled  in  the  patent 
office,  and  we  don't  have  to  trash  the  world  class  system  of  innova- 
tion to  solve  it. 

The  other  point  is  that  if  you  are  the  inventor  of  the  laser,  and 
it  took  you  21  years  to  get  your  patent,  how  would  you  make  out 
under  the  proposed  changes  or  the  changes  that  there  are?  Not 
very  well,  thank  you. 

Chair  Meyers.  Everybody  wants  to  respond.  Let's  start  with  Mr. 
Ludlam,  and  then  Mr.  Kirk,  and  then  Mr.  Dunner. 

Mr.  Ludlam.  The  question  of  the  size  of  the  submarine  patent 
problem,  I  think,  is  no  longer  the  critical  question.  That  "problem" 
was  the  basis  for  changing  the  patent  term.  Whether  that  was  rea- 
sonable or  not,  is  no  longer  the  question.  The  patent  term  was 
changed.  We  are  now  sitting  with  the  GATT  patent  term  law. 
Maybe   the   submarine   patent  issue   is   exaggerated,   maybe   we 
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shouldn't  have  changed  the  whole  patent  system  to  solve  the  prob- 
lem, fine.  That's  an  interesting  historical  debate. 

The  problem  now  is  changing  the  patent  term  law  and  passing 
a  law  which  changes  it.  We  can  debate  whether  submarine  patents 
are  a  big  problem  or  a  small  problem.  The  problem  we  have  is  that 
we  have  to  pass  a  law  to  change  a  law,  and  that's  the  problem. 
This  is  sort  of  like  the  comments  on  capital  gains.  We  can  have  a 
long  debate  about  whether  capital  gains  cuts  raise  or  lose  revenue. 
The  question  is  how  do  you  pass  a  law  to  deal  with  the  problem? 
That's  our  concern  on  patent  term. 

Chair  Meyers.  Well,  there's  no  question  in  my  mind  about  cap- 
ital gains,  but  that's  another  subject.  Mr.  Kirk. 

Mr.  Kirk.  Thank  you,  Madam  Chair.  I  would  only  add  to  the  re- 
sponse that's  been  given.  I  believe  that  the  Members  were  provided 
by  the  Patent  and  Trademark  Office  with  a  list  of  patent  applica- 
tions that  had  been  in  the  office  for  20  vears  or  longer. 

There's  nothing  written  in  stone  that  says  that  a  submarine 
must  be  20  years  as  opposed  to  18,  15,  or  10.  You're  as  likely  to 
have  made  a  significant  investment  at  those  times  as  you  would 
have  at  20  years. 

Mr.  Bill  Budinger,  a  small  businessman,  recently  had  a  study 
performed  where  he  found  that  there  were  something  like  300  pat- 
ents issued  to  foreign  companies  in  this  country  that  had  been  the 
subject  of  two  continuing  applications  and  had  been  in  the  office  for 
a  period  of  at  least  7  or  8  years. 

Now,  is  that  a  submarine  or  a  one-man  sub?  We  don't  know,  but 
the  problem  is  still  there  that  there  is  a  tendency  for  people  to 
draw  out  the  process  using  the  techniques  explained  by  Mr.  Dun- 
ner. 

In  fact,  in  the  last  7  years,  the  percentage  of  continuing  applica- 
tions, that  is  the  type  of  technique  that  one  would  use  to  delay  the 
process,  has  gone  up  in  the  Patent  and  Trademark  Office  by  30 
percent.  It  is  growing;  it's  a  serious  problem.  The  20-year  term 
stops  that. 

A  problem  was  identified:  Delays  in  the  office,  over  which  the  ap- 
plicant had  no  control,  needed  to  be  addressed.  H.R.  1733,  in  our 
opinion,  addresses  that  better  than  does  H.R.  359.  It  is  a  serious 
problem,  but  we  believe  that  H.R.  1733  this  is  the  best  approach 
to  stop  it. 

Chair  Meyers.  Mr.  Dunner,  do  you  want  to  comment  on  this 
also? 

Mr.  Dunner.  Your  wisdom.  Madam  Chair,  is  demonstrated  by 
the  fact  that  most  of  what  I  was  going  to  say  was  just  said  by  Mr. 
Kirk.  I  would  like  to  add  one  point,  though. 

Mr.  Litzsinger  has  suggested  that  the  patent  office  can  correct 
the  problem  by  rule.  I  don't  believe  that  is  so.  As  long  as  you're 
able  to  file  continuing  applications,  as  long  as  you're  able  to  stretch 
out  your  pendency,  you  can  extend  your  term  very  significantly; 
and  unless  you  have  a  court  that's  willing  to  find  an  abuse,  as  the 
Nevada  court  did  in  the  Lemelson  case,  you  are  left  with  a  prob- 
lem, and  so  I  think  the  problem  is  significant,  and  we  need  to  deal 
with  it. 

Chair  Meyers.  Diane  Gardner. 
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Ms.  Gardner.  Hi,  thank  you.  Although  I  did  disagree  with  the 
proportions  of  the  submarine  patent  problem,  I  wanted  to  point  out 
one  thing,  because  I  think  there  may  be  some  confusion  for  people 
who  aren't  familiar  with  the  system. 

Every  continuation  application  that's  filed  is  not  necessarily 
going  to  result  in  a  submarine  patent,  and  it's  not  necessarily  filed 
for  improper  reasons.  When  the  patent  office  instituted  compact 
prosecution,  it  resulted  in  this  increase  in  continuation  applica- 
tions. Under  compact  prosecution,  an  examiner  typically  gives  a 
first  rejection,  gets  a  response,  and  then  gives  a  final  rejection. 

At  that  point,  the  applicant  has  basically  two  choices.  One,  is  to 
go  to  appeal,  which  is  lengthy  and  extremely  expensive;  the  other 
is  to  refile  the  application,  and  continue  the  give  and  take  prosecu- 
tion process.  So,  that's  one  of  the  reasons  that  you  will  see  an  in- 
crease in  the  number  of  continuation  applications,  because  it's  just 
a  continuation  of  the  examination  process.  I  want  to  point  that  out, 
because  I  know  that  may  be  a  little  bit  confusing. 

Mr.  Luther.  Thank  you.  Madam  Chair. 

Chair  Meyers.  Thank  you,  Mr.  Luther.  Mr.  Rohrabacher,  and 
then  we'll  turn  to  Mr.  Jackson. 

Mr.  Rohrabacher.  Thank  you  very  much,  and  I  appreciate  the 
courtesy  you've  extended  to  me  today  to  participate  on  this  Com- 
mittee's work.  I  am  first  of  all  Mr. — is  it  Dunner,  is  that  how  I  pro- 
nounce it,  Mr.  Dunner? 

Mr.  Dunner.  Yes. 

Mr.  Rohrabacher.  Mr.  Dunner,  now  I  can't  believe  in  early  on — 
I  guess  you  were  just  in  gist  when  you  were  saying  that  actually 
would  give  lawyers  more  work  to  keep  this — take  the  system  back 
to  the  old  system,  because,  otherwise,  you  wouldn't  be  here.  I 
mean,  your  interest  is  providing  lawyers  work;  is  it  not? 

Mr.  Dunner.  My  interest  in  being  here  today,  Mr.  Rohrabacher, 
is  contrary  to  my  own  commercial  interest.  I  benefit  from  Mr. 
Lemelson's  activities.  I  would  like  to  curb  his  activities,  so  I  have 
a  conflict  in  a  way  that  is  contrary  to  my  own  financial 

Mr.  Rohrabacher.  I  would  have  to  say  that  people  would  believe 
that  if  lawyers  will  come  here  and  testify  against  their  own  long- 
term  interest,  they  will  also  believe  that  the  publishing  for  the 
whole  world  to  see  someone's  intricacies  of  every  patent  idea  that 
we  have  will  not  be  an  instrument  to  steal  that  patent  information. 
They  could  also  believe  that,  because  that  is  what  we  say,  "beyond 
credible." 

When  I  used  to  be  a  reporter,  and  people  have  long-term  eco- 
nomic interest,  and  this  is  what's  at  stake  here.  What  we're  saying 
and  what  people  on  my  bill,  H.R.  359,  are  saying,  "There's  a  dif- 
ferent way  to  correct  the  problem  of  submarine  patents  then  to 
eliminate  the  patent  certain  that  has  served  it  so  well."  In  fact, 
during  your  testimony,  you  indicated,  I  believe,  that  a  judge  was 
actually  now — ^that  there  is  court  action  taking  place  that  could 
solve  the  Lemelson  problem;  is  that  not  so? 

Mr.  Dunner.  In  Lemelson's  case,  if  this  holding  is  upheld,  pre- 
sumably that  will  put  an  end  to  release  this  train  of  applications. 

Mr.  Rohrabacher.  Well,  and  here  we  have  a — I  think,  this  is  a 
New  York  Times — is  this  today?  Yesterday.  Saying  that,  the  jury's 
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role  now  are  going  to  begin  to  judges  when  it  comes  to  these  patent 
decisions. 

So  already  the  system,  if  there  is  a  problem  there,  and  that's 
being  denied  by  many  people  who  there's  a  problem  to  the  degree, 
that  it  should  justify  eliminating  something  that  has  been  a  guar- 
anteed right  for  Americans  for  a  120  years,  but  it  seems  to  be  cor- 
recting itself  through  the  court  system,  does  it  not? 

Mr.  DUNNER,  Mr.  Rohrabacher,  the  article  you're  talking  about 
is  an  article  about  the  Markman  case,  which  everybody  every  pat- 
ent lawyer  in  the  country  has  read  in  the  last  2  days,  probably.  I 
read  the  same  BIO — ^by  hne  or  note  that  you  did.  That  this  trans- 
fers one  of  the  functions  of  a  patent  trial  to  the  judges,  the  inter- 
pretation of  patent  claims  but 

Mr.  Rohrabacher.  There  seems  to  be  other  avenues,  I  guess 
what  I'm  getting  at  is  that  we  are  being  presented  by  those  people 
who  are  trying  to  fundamentally  change  the  patent  protection  that 
Americans  have  had  for  over  100  years  now. 

But  I  think  there  is  no  other  alternative,  and  even  if  to  solve 
what  we  consider  to  be  a  minor  problem,  we  can  debate  how  big 
the  problem  is,  but  already  we  see  evidence  that  that  problem  does 
have  other  ways  of  being  solved. 

Now  let  me,  in  terms  of  getting  back  to  the  problem,  don't  most 
people,  and  maybe  you'd  like  to  answer  this,  don't  most  people  who 
apply  for  patents  struggle  to  get  their  patents  issued  as  soon  as 
possible?  Aren't  they  out  there — because  they  would  then  get  a  re- 
turn for  their  money  as  soon  as  its  issued. 

Ms.  Beauchamp.  I  definitely  would  concur  with  that. 

Mr.  Rohrabacher.  So,  we  have  dynamics  already  in  the  system, 
especially  for  small  business  people  who  are  struggling  to  get  their 
patents  issued.  But  in  order  to  solve  the  problem  for  a  foot  and  cer- 
tain small  number  of  people  who  take  advantage  of  the  system, 
we're  going  to  eliminate  the  rights  of  those  people  who  are  not  only 
not  gaining  the  system,  they're  struggling  to  get  their  patent  as 
soon  as  possible. 

Now,  I'd  like  to  ask  Mr.  Kirk  a  question,  and  then  I'll  go  on — 
I  will  yield  back  my  time. 

You  mentioned  that  these  recommendations  were  made  earlier, 
that  these  same  recommendations  that  were  put  into  the  GATT 
Implementation  Treaty.  Now  the  GATT  Implementation  Treaty 
that  these  changes  were  put  into  gave  Congress  no  choice  but  to, 
basically,  vote  against  the  entire  world  trading  system  or  accept 
these  changes.  Why  weren't  the  changes  that  were  recommended  so 
long  ago,  when  Congress  had  a  chance  to  act  to  its  normal  process, 
why  weren't  they  adopted? 

Mr.  Kirk.  When  these  changes  were  recommended  by  the 
Mosbacher  Advisory  Commission,  they  were  also  under  discussion 
in  a  negotiation  on  the  harmonization  of  the  patent  laws.  This  ne- 
gotiation was  going  on  simultaneously  with  the  negotiation  in  the 
Uruguay  Round  on  intellectual  property. 

One  of  the  things  that  one  learns  in  an  international  negotiation, 
particularly  a  trade  negotiation,  is  that  you  don't  give  your  trading 
partners  the  time  of  day  without  extracting  a  price.  Therefore,  in 
these  negotiations,  there  was  zero  interest  in  proposing  that  we 
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make  any  changes  that  would  accommodate  our  foreign  trading 
partners  unless  we  could  get  something  out  of  it. 

What  happened  was  that  in  the  United  States,  American  indus- 
try, the  executive  branch,  my  association  and  other  groups  said, 
"Look,  this  is  good  for  the  United  States." 

Mr.  RoHRABACHER.  About  to  say  the  American  Bar  Association, 
which  we  know  is  always — has  the  interest  of  the  American  people 
at  heart,  not  excessive  litigation. 

Mr.  Kirk.  I  won't  comment  on  that.  I'll  let  Mr.  Dunner  address 
that,  but  I  would  sav  that  the  decision  was  reached  that  it  was 
time  to  move  forward  to  improve  and  strengthen  American  patent 
law,  because  it  was  good  for  this  country.  Let  me  just  comment 
while  I  have  the  floor 

Mr.  ROHRABACHER.  Why  didn't  they  do  that  then?  I  mean,  you 
can  answer  the  question,  and  then  you  can  go  on.  Why  didn't  they 
just  in — couldn't  Congress  at  any  time  just  enact  this,  if  it  was 
something  Congress  wanted  to  do,  instead  of  putting  Congress  into 
a  position  of  having  to  change  the  law  in  this  way  by  connecting 
to  something  that  they  couldn't  possibly  turn  down? 

Mr.  Kirk.  Well,  at  the  hearing  that  you  testified  at  in  August, 
I  believe,  of  1994,  during  the  consideration  of  this  legislation,  this 
matter  was  before  both  of  the  relevant  Subcommittees  of  the  Judi- 
ciary Committees  in  the  House  and  Senate  in  a  discussion  draft 
that  was  debated  and  discussed. 

The  Congressional  response  that  we  got  from  both  of  these  Com- 
mittees was  that  this  was  a  timely  and  appropriate  thing  to  include 
in  the  draft,  because  one  thing  they  did  not  want  to  do  was  to 
amend  the  patent  law,  to  adopt  a  20-year  term  from  filing  1  year, 
and  then  come  back  the  next  year  and  have  another  amendment. 

Now,  I  understand  that  you  disagree  with  that  approach,  but  the 
thought  was  that  if  you're  going  to  amend  and  adopt  a  20-year 
term,  do  it  correctly,  and  do  it  the  way  that  U.S.  industry  and  the 
Government  believed  was  the  appropriate  way  and  the  best  way  for 
the  country. 

Now,  if  I  might,  Mr.  Rohrabacher,  you  indicated  that  the  prob- 
lems have  other  ways  to  be  solved.  I  think  Mr.  Dunner  addressed 
this,  and  I  would  just  like  to  emphasize  that  the  provisions  in  the 
patent  statute  allow  the  behavior  that  Mr.  Lemelson  engaged  in, 
and  that  others  are  engaging  in  to  a  increasing  degree. 

That  does  not  get  changed  by  a  rule  in  the  Patent  and  Trade- 
mark Office.  That  only  gets  changed  by  an  act  of  Congress.  There 
has  been  no  proposal  that  I'm  aware  of,  other  than  the  GATT  im- 
plementing legislation,  the  BIO  proposal,  and  the  Moorhead  pro- 
posal, that  would  really  address  this  problem  of  submarine  patents. 

Mr.  Rohrabacher.  Don't  you  think  that's  a  little  bit  odd,  the  fact 
that  after  a  year  and  a  half  of  my  pleading  with  everybody  and 
who's  advocating — they  should — ^basically,  diminishing  the  patent 
rights  in  order  to  get  to  the  problem,  come  up  with  an  alternative 
that  nobody  has  come  up  with  a  legislative  alternative? 

Mr.  Kirk.  I  believe  that  Mr.  Ludlam,  although  my  association 
does  not  endorse  all  the  facets  of  his  proposal,  mentioned  an  alter- 
native proposal  that  his  association  has  come  up  with.  Mr.  Moor- 
head has  also  come  up  with  a  proposal  to  close  the  one  loophole 
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that  has  been  identified  in  the  20-year  term  adopted  in  the  imple- 
menting legislation  of  GATT, 

There  are  two  proposals  out  there.  I  have  seen  no  willingness, 
zero  willingness,  on  the  side  of  those  who  would  want  to  mamtain 
a  17  vear  from  grant  term  to  come  forward  and  to  discuss  a  mean- 
ingful way  to  compromise.  The  only  response  I  have  seen,  sir,  is 
that  they  won't  consider  a  compromise. 

Mr.  ROHRABACHER.  Just  for  the  record  and  then  I  will  yield  back 
the  balance  of  my  time.  This  Congressman  who  has  been  the  au- 
thor of  the  legislation  has  repeatedly  stated  for  the  record,  within 
the  news  media,  and  every  other  way,  and  every  meeting  that  I've 
been  at;  that  as  long  as  tne  17  years  of  guaranteed  patent  protec- 
tion was  maintained  rather  than  diminished,  I  was  willing  to  ac- 
cept any  language  into  my  bill  that  dealt  with  submarine  patents 
and  actually  solved  it. 

But  no  one  has  proposed  that.  The  only  proposals  that  have  been 
made  have  been  diminish  the  17  years  guaranteed  protection,  and 
then  we'll  move  on  to  something  else.  So,  I  yield  back  the  balance 
of  my  time.  Thank  you  very  much. 

Chair  Meyers.  Thank  you.  Mr.  Rohrabacher.  Mr.  Jackson. 

Mr.  Jackson.  Let  me  thank  you,  Madam  Chair,  for  the  way  in 
which  you  have  conducted  this  hearing  and  certainly  thank  you  for 
the  very  kind  and  gentle  remarks  you  made  about  my  appointment 
to  this  Committee. 

I  would  ask  that  my  remarks  be  revised  and  extended  and  placed 
at  the  appropriate  place  in  the — in  the  record  for  today's  hearing 
and  apologize  to  those  distinguished  panelists  who  are  here.  We 
swore  in  a  new  Member  of  Congress  today,  the  former  Chairman 
of  this  Committee,  Mr.  Parren  Mitchell.  Then  subsequent  Member, 
Kweisi  Mfume,  his  seat  has  now  been  replaced  by  the  Honorable 
Elijah  Cummings,  and  his  swearing  in  was  this  morning.  I  want 
to  apologize  for  my  tardiness. 

If  I  had  a  question,  and  really  anyone  can  respond  to  it.  We  had 
a  letter  that  was  sent  to  the  Chair  from  the  U.S.  Small  Business 
Administration,  and  they  made  three  concerns  about  small  busi- 
ness as  it  relates  to  intellectual  property. 

I  would  like  to  note,  particularly  as  it  relates  to  the  second  con- 
cern, confidentiality  of  intellectual  property  until  patent  protection 
is  provided;  you  may  have  already  covered  this,  and  I  do  apologize 
for  having  missed  it. 

How  serious  a  problem  is  the  period  between  which  a  patent  has 
been  applied  for  and  the  feeling  within  the  small  business  commu- 
nity that  the  intellectual  property  and  the  confidentiality  of  that 
patent  may  be  compromised  while  waiting  for  the  patent.  Again,  it 
may  have  already  covered,  but  I  would  be  interested  in  anyone's  re- 
sponse to  that.  Thank  you  very  much,  and  I  yield  back  the  balance 
of  my  time.  Madam  Chair. 

Ms.  Beauchamp.  Madam  Chair,  I  can  probably  answer  it. 

I  did  mention  that  in  my  testimony,  and  it's  a  very  serious  prob- 
lem for  the  very  tiny  inventor  who  has  no  ability  really  to  answer 
challenges  and  is  very  concerned  that  if  the  idea,  and  could  be  "cop- 
ied," I  will  not  use  a  more  forceful  word  than  that,  but  that  the 
idea  would  indeed  fade  away.  It  has  some  affect  also  on  investment 
for  his  idea  and  the  rate  of  return  that  investors  look  at  when  cal- 
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culating  whether  they  will  fund  his  idea;  and  without  that  money, 
his  idea  might  not  come  to  fruition. 

Chair  Meyers.  Thank  you,  Mr.  Kirk,  and  then  let's  just  go  down 
the  line  on  those  who  would  like  to  comment  on  that. 

Mr.  Kirk.  Thank  you.  Madam  Chair.  If  I  might  iust  note  there's 
a  disagreement,  I  think,  about  the  impact — and  we  re  talking  about 
publication  here — that  it  would  have  on  the  small  business  firm. 

Upon  filing  the  patent  application  and  prior  to  publication, 
there's  no  protection  for  an  inventor.  If  the  inventor  were  to  market 
his  product  and  a  competitor  see  it  during  that  period,  the  competi- 
tor would  be  free  to  duplicate  that  product,  scavenge  the  market, 
and  sell  as  much  as  he  chose.  That's  the  solution  that  exists  today: 
that  will  exist  even  under  18  month  publication. 

What  happens  under  18  month  publication  is  that  at  the  end  of 
18  months,  the  application  will  be  published.  At  that  point,  if  any- 
body chose  to  try  to  duplicate  the  invention  claimed  in  that  pub- 
lished application,  the  inventor,  upon  the  issuance  of  a  patent, 
would  have  the  right  to  bring  an  action  against  the  person  who 
used  that  published  invention  between  the  date  of  disclosure  and 
the  date  of  patent  grant.  Once  the  patent  grant  happens,  he  can 
go  back  and  sue  for  use  during  that  period  and  recover  a  reason- 
able royalty. 

So,  in  essence,  we  take  the  view  that  this  guarantees  the  small 
businessman  I8V2  years  of  enforceable  patent  rights:  The  combina- 
tion of  a  right  to  a  reasonable  royalty  prior  to  grant  and  full  patent 
rights  after  grant.  With  the  ability  to  request  early  publication  and 
get  your  patent  published  in  perhaps  6  months  or  to  file  a  provi- 
sional patent  application  which  does  not  start  the  20-year  term, 
which  is  permitted  under  the  law  implemented  in  the  Uruguay 
Round,  you  can  get  as  much  as  ISVz  months  of  enforceable  patent 
rights.  In  the  extreme  situation  where  you  had  some  of  these 
delays  that  are  compensated  for,  you  could  get  more  than  20  years. 

So  we  think  that  it  improves  current  law.  Thank  you. 

Ms.  Gardner.  Thank  you.  Mr.  Jackson,  three  things  come  to 
mind  with  that  query.  The  first  thing  is  my  concern  with  the  word- 
ing of  the  Constitution  itself. 

The  Constitution  states  that  the  granting  of  patent  in  our  coun- 
try is  in  exchange  for  disclosure  of  ideas.  I'm  a  little  bit  nervous 
about  the  fact  that  publication  at  18  months  could  result  in  disclo- 
sure without  the  other  end  of  the  bargain  that's  supposed  to  hap- 
pen, and  that  is  the  granting  of  the  patent. 

The  main  concern  I  have  is  if  there  is  to  be  publication,  18 
months  might  be  a  little  bit  too  early.  Because  at  that  point,  you 
may  not  yet  have  had  any  prosecution  on  your  patent  application. 
You  have  absolutely  nothing  by  which  to  judge  the  merits.  So,  you 
have  absolutely  no  idea  whether  or  not  it  would  be  beneficial  to 
withdraw  that  patent  application  or  to  go  ahead  with  prosecution. 

The  second  two  points  that  I  would  like  to  make  are  that  the 
sooner  the  small  inventor  has  the  application  published,  the  sooner 
a  larger  entity  can  find  very  creative  ways  to  attack  them.  One  ex- 
ample of  a  way  a  small  inventor  can  be  attacked  is  through  the  in- 
stitution of  in  interference  proceeding. 

They're  very  expensive,  they're  very  time  consuming,  and  often 
times  a  small  inventor  doesn't  have  the  resources  to  go  forward 
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with  an  interference  proceeding,  even  though  they  may  actually 
have  merits  that  could  have  won  that  case. 

The  second  example  is  called  "patent  flooding,"  That's  when  after 
your  patent  application  publishes,  other  entities  that  have  a  lot 
more  resources  can  actually  start  developing  and  come  out  with  im- 
provements and  second  generations  of  your  product,  even  before 
your  patent  actually  grants,  on  that  particular  product. 

So  now  you've  got  competition  that  can  actually  beat  you  out  in 
the  marketplace  before  you've  even  gotten  those  rights  secured.  So, 
it  does  create  a  lot  more  competition,  and  it  does  put  the  small  in- 
ventor at  a  disadvantage  in  comparison  to  the  larger  entity  com- 
petitors. 

Chair  Meyers.  Thank  you.  Are  there  others  who  wish  to  com- 
ment? Mr.  Litzsinger. 

Mr.  Litzsinger.  I  would  just  like  to  echo  the  comments  that  the 
ladies  both  have  made.  H.R.  1733,  for  the  small  business 
innovators,  would  be  the  worst  piece  of  legislation  that  could  ever 
be  passed  right  now  on  their  behalf 

We  really,  really  have  some  serious  problems  with  the  publica- 
tion for  the  reasons  which  have  just  been  verbalized.  Thank  you. 

Mr.  DuNNER.  Madam  Chair,  I  would  just  like  to  add,  I  won't  re- 
peat anything,  I'd  like  to  respond  to  Ms.  Gardner,  who  said, 
'There's  nothing  to  judge  the  merits  by  before  it  is  published."  We, 
and  when  I  say  "we,"  I  mean  the  Section  of  Intellectual  Property 
Law  of  the  American  Bar  Association;  but  we  believe  that  there 
should  be  something  to  judge  the  merits  by,  and,  therefore,  our  rec- 
ommendation of  early  publication  is  tied  to  the  proposal  that  all  ap- 
plicants, not  just  individuals,  not  any  one  group  as  H.R.  1733  now 
says,  but  that  be  explained;  and  so  all  individuals  have  a  first  office 
action  before  they  have  to  decide  whether  they  want  to  permit  their 
application  to  be  published. 

At  that  point,  they  will  know  from  the  examiner  they  have  a  rea- 
sonable basis  for  making  an  evaluation  of  whether  they  want  to 
abandon  their  case,  keep  it  as  a  trade  secret,  or  let  it  be  published. 

So  I  agree  they  need  something  by  which  they  can  measure 
whether  they  want  to  do  that,  but  we  propose  that  law  be  included, 
that  that  language  be  included  in  any  provision  that  is  enacted  into 
law. 

Chair  Meyers.  Ms.  Gardner. 

Ms.  Gardner.  I  would  just  like  to  give  a  short  response.  One 
thing  that  I'm  afraid  of;  and  as  a  former  examiner,  I  can  attest  to 
the  fact  that  I  know  it  happens.  That  is,  when  you  get  a  first  office 
action  on  the  merits,  and  you  respond;  then  typically,  in  a  situation 
like  that,  you  have  passed  an  18  month  publication  point. 

Then  you  get  a  second  nonfinal  office  action  which  introduces 
new  arts  and  new  grounds  of  rejection  that  you  haven't  theretofore 
seen,  and  so  at  that  point  it  would  sort  of  be  too  late  to  take  that 
into  consideration  and  withdraw  the  application.  So,  in  situations 
like  that,  the  particular  inventor  or  that  entity  will  be  put  at  a  dis- 
advantage. 

Chair  Meyers.  Thank  you  very  much.  Mr.  Jackson,  I'd  like  to 
ask  another  question  if  I  could.  I'm  not  going  to  let  Mr.  Ludlam  off 
that  easy,  the  man  in  the  middle  there.  He  says 
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Mr.  LuDLAM.  I'm  happy  to  be  in  the  middle.  I'm  a  little  uncom- 
fortable at  times  but 

Chair  Meyers.  You  have  said  that  you  don't  have  the  luxury  of 
accepting  H.R.  1733  or  H.K  359,  that  we  are  faced  with  having  a 
law  in  place;  and  that  you  have  developed,  your  organization  has 
developed,  some  amendments.  Now,  is  there  any  possibility  that 
your  language  can  be  somehow  drafted  into  H.R.  359  or  H.R.  1733 
so  that  it  s  more  acceptable  to  you?  I  didn't  quite  understand. 

Mr.  LuDLAM.  We  did  not  oppose  the  Rohrabacher  bill.  We  haven't 
taken  support  of  it,  because  we  don't  think  it  can  become  law. 
There  is  substantial  and  well-position/opposition  to  the  bill. 

Whether  or  not  submarine  patents  are  a  real  problem,  they  are 
believed  by  powerful  individuals  to  be  a  real  problem.  It  is  very 
hard  to  pass  a  bill.  It  is  much  easier  to  kill  a  bill  than  it  is  to  pass 
a  bill,  as  we're  all  finding  out  in  this — in  this  Congress,  and  as  I 
have  learned  from  my  30  years  of  working  in  legislation. 

We  are  very  sympathetic  with  the  Rohrabacher  bill.  We  appre- 
ciate the  visibility  that  this  issue  has  received  from  Mr. 
Rohrabacher.  What  we  want  is  a  signing  ceremony  where  Mr. 
Rohrabacher  and  Mr.  Dole  can  choose  which  one  of  them  gets  the 
first  pen,  and  a  bill  where  we  can  declare  victory  and  solve  this 
problem  and  move  on  to  other  serious  problems  in  the  patent  sys- 
tem. 

I  believe  that  the  best  way  to  do  that  is  in  the  context  of  a  20 
year  patent  term  where  diligent  applicants  have  absolute  and  ex- 
plicit and  objective  guarantees  that  they  will  not  lose  patent  term. 

Now,  if  you  set  a  guaranteed  17  year  patent  term  from  grant, 
you  do  open  up  the  possibility,  however  small  it  may  be,  however 
insignificant  it  may  be,  that  there  will  be  some  submarine  patents. 
Whether  or  not  that  problem  is  trivial  or  large,  is  irrelevant.  It  is 
believed  to  be  large  and  important  by  well-positioned  individuals. 

So  that's  enough,  we  believe,  to  block  that  specific  approach.  If 
we  can  achieve  the  same  objective,  of  protecting  diligent  applicants 
while  amending  a  20  year  patent  term  law,  then  that  is  the  clearer 
way  to  solve  the  problem. 

We  believe  that  all  of  the  parties  that  are  now  opposing  the 
Rohrabacher  bill,  Bruce  Lehman,  AIPLA,  IPO,  NAM,  ABA,  Con- 
gressman Moorhead,  Senator  Hatch;  everyone  of  them  would  agree 
to  the  BIO  amendments  if  that  was  the  way  to  resolve  this  dispute. 

They  haven't  yet  taken  that  position.  But  if  that  would  lead  to 
the  resolution  of  this  issue,  we  believe  they  would  support  every 
one  of  our  amendments  and  pass  a  law. 

Chair  Meyers.  Diane — Ms.  Gardner,  you  said — ^you  sounded  very 
skeptical,  and  you  said  that  the  submarine  patent  was  "fact  or  fal- 
lacy." Were  you  talking  about  the  fact  that  it  is  a  relatively  small 
problem? 

Ms.  Gardner.  Yes.  There,  obviously,  are  cases  that  can  be  docu- 
mented and  discussed.  However,  in  my  2  years — I  was  only  at  the 
patent  office  for  2  years — in  my  2  years  there,  I  never  saw  any  evi- 
dence of  the  submarine  patent  in  the  area  where  I  was  working, 
and  I  never  had  any  discussions  with  any  of  my  colleagues  in  my 
own  area  about  submarine  patents.  Now  that  I'm  on  the  other  side 
of  the  PTO,  I  know  of  none  in  my  industry  that  I  can  think  of  off 
the  top  of  my  head. 
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So  I  would  have  to  say  that  they  have  to  be  a  relatively  small 
problem. 

Chair  Meyers.  Mr.  Kirk,  you  said  that  you  were  concerned  about 
administrative  delays,  that  you  didn't  think  they  happened  fre- 
quently; but  they  did  happen.  That  you  thought  it  was  a  serious 
enough  problem  so  that  some  language  should  be  introduced  to  ad- 
dress it,  but  you  seem  to  be  fairly  strong  in  your  support  of  H.R. 
1733.  How  does  H.R.  1733  help  prevent  administrative  delays? 

Mr.  Kirk.  H.R.  1733  would  add  a  fourth  ground  for  a  patent  ex- 
tension. There  are  three  grounds  in  the  law  today.  One  ground  is 
if  your  patent  is  delayed  because  of  a  secrecy  order.  Another 
ground  is  if  your  patent  is  delayed  because  you're  in  a  contest  with 
another  inventor  to  determine  which  of  you  is  first  to  make  an  in- 
vention, and,  therefore,  entitled  to  get  a  patent. 

A  third  ground  is  a  successful  appeal  confirming  that  the  office 
was  wrong  when  it  refused  one  or  more  of  your  patent  claims.  Mr. 
Moorhead  has  added  a  fourth  ground  which  is  "unusual  adminis- 
trative delays."  It  would  entitle  vou  to  get  an  extension  of  your  pat- 
ent for  the  period  that  it  was  delayed  by  the  office. 

Senator  Hatch  has  a  similar  bill.  It's  a  bill  that  deals  only  with 
this  question  of  delay  and  does  not  have  publication  in  it.  Senator 
Hatch  even  goes  a  step  further,  because  some  of  the  opponents  of 
the  Moorhead  bill  have  basically  said,  "Well,  that's  no  good,  be- 
cause we  all  know  that  you  can't  trust  the  Patent  and  Trademark 
Office." 

So  Senator  Hatch  has  included  a  provision  that  would  allow  an 
applicant  dissatisfied  with  a  determination  about  an  extension  or 
the  length  of  that  extension  to  have  recourse  to  the  United  States 
Court  of  Federal  Claims  to  determine  whether  or  not  in  fact  the  Of- 
fice was  correct  in  its  assessment  of  the  length  of  the  extension  to 
which  the  applicant  was  entitled.  So,  H.R.  1733  and  S  1540  both 
have  a  provision  to  deal  with  that. 

Chair  Meyers.  Well,  I  want  to  thank  you  all  very  much.  I  would 
like  to  keep  the  record  open  for — ^yes,  certainly. 

Mr.  ROHRABACHER.  I  have  a  couple  more  questions. 

Chair  MEYERS.  Mr.  Rohrabacher. 

Mr.  Rohrabacher.  Sorry  to  put  you  on  the  spot,  Mr.  Ludlam. 
But  you  said — what  would  18  month  publication  do  to  your  indus- 
try? 

Mr.  Ludlam.  Our  companies  are  all  seeking  to  market  products 
in  Europe  and  Japan,  so  they  file  in  Europe  and  Japan.  So,  they 
are  all  subject  to  publication  anyway,  so  it's  not  an  issue  for  us. 
These  are  not  small  inventors.  These  are  companies  with  tens  or 
hundreds  and  millions  of  dollars  in  capitalization  trying  to  seek 
entry  into  billion  dollar  markets,  so  publication  is  not  a  problem. 
We  support  the  publication. 

Mr.  Rohrabacher.  Now,  Diane,  when  you  say  that  you  worked 
at  the  patent  office  for  2  years  and  during  that  time,  you  didn't  see 
anyone  trying  to  delay  their  patent — intentionally  delaying  their 
patent,  which  is  what  their  definition  of  a  submarine  patent  is,  did 
you  see  anyone  try — ;anyone  trying  their  best  or  begging  or  doing 
everything  that  they  could  possibly  do  to  get  their  patent  issued 
during  that  time  period? 
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Ms.  Gardner.  In  fact  I  did,  and  I'm  employing  some  of  that 
strategy  myself  now. 

Mr.  ROHRABACHER.  So,  the  vast  majority,  if  not  the  high  90's;  90 
percent,  95  percent,  99  percent,  of  people  who  apply  for  a  patent, 
they're  struggling,  especially  small  business  people  who  are  not 
wealthy  and  maybe  depend  on  the  income  flow  to  come  in.  They  are 
struggling  as  hard  as  they  possibly  can  to  get  a  patent  issue;  isn't 
that  correct? 

Ms.  GARD^fER.  That  is  correct.  Just  to  emphasize  that  point,  a 
company  such  as  mine  may  have  intellectual  property.  We  may 
have  two  or  three  or  a  handful  of  scientists  that  come  with  innova- 
tive ideas,  and  we  file  patents  on  them;  but  we  don't  have  the 
money  to  develop  those  ideas. 

Until  we  can  get  the  patent  granted  and  get  some  kind  of  strate- 
gic alliance  or  some  kind  of  license  agreement,  we  aren't  going  to 
see  any  revenue  from  those  ideas.  So,  we  have  to  try  to  get  those 
things  through  patent  system. 

Mr.  RoHRABACHER.  Not  like  Mr.  Ludlam's  group  who  can  afford 
to  hire  different  lawyers  to  protect  them.  Their  group  of  people  and 
your  group  of  people  during  the — has  a  publication  of  this  informa- 
tion, and  you  have  to  go  the  legal  route.  You  don't  even  have  the 
money — a  lot  of  people  don't  have  the  money  to  protect  themselves 
do  they? 

That's  all  I  have  on  this  issue. 

Ms.  GARD^fER.  That  is  correct. 

Mr.  RoHRABACHER.  Even  once  the  patent  is  issued,  if  the  bigger 
guy  already  is  established,  because  he  has  been  tipped  off  by  prior 
puolication,  they  already  established  his  legal  defense,  it  would 
even  cost  more  money  for  the  smaller  person. 

Ms.  Gardner.  It  definitely  makes  it  a  lot  more  competitive. 

Mr.  ROHRABACHER.  Ginny,  would  you  like  to  comment  on  that? 

Ms.  Beauchamp.  For  the  smallest  of  small  business  everything 
is  cost.  Not  having  that  money  to  fight  in  defense  or  to  compete  in 
a  process.  Obviouslv — I  answered  your  first  question  very,  very 
quickly;  because  on  behalf  of  our  members,  the  sooner  you  get  that 
patent  approved  and  the  sooner  you're  out  there  the  sooner  you  can 
make  the  money. 

Mr.  ROHRABACHER.  Let  me  just  close  if  you  would  indulge  me 
just  one  moment.  What  we  find  today,  such  as  with  Mr.  Ludlam 
who  has  his  finger  on  the  pulse,  what's  going  on  here  is  that 
much — some  of  the  opposition,  at  least  the  H.R.  359,  is  that  they 
don't — people  don't  believe  that  it  can  be  passed;  because  there  are 
powerful  interests  at  play  in  Washington,  DC,  who  believed  that 
the  submarine  patent  is  a  major  issue.  It's  an  issue  enough  to  actu- 
ally diminish  the  patent  rights  that  we've  had  up  until  now,  the 
certain  patent  rights,  that  especially  the  small  people  have  had 
over  these  last  100  years. 

Let  me  just  note  I'm  not  saying  this  is  true  of  all  the  people  or 
even  a  majority  of  the  people  who  are  opposing  H.R.  359  and  offer- 
ing what  I  consider  to  be  nonsensical  alternatives,  but  there  are 
also  people  out  there,  large  powerful  interests,  that  are  not  just 
doing — not  just  motivated  to  stop  submarine  patent  issue. 

Perhaps  they  don't  even  believe  in  the  submarine  patent  issue. 
Perhaps  they  are  just  following  their  own  long-term  interest.  Per- 
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haps  they  want  to  diminish  the  guaranteed  patent  protection  that 
has  been  enjoyed  by  Americans,  because  isn't  a  long-term  interest 
to  diminish  that  and  to  make  these  people  vulnerable  to  those  very 
powerful  interests,  and  perhaps  some  of  those  powerful  interests, 
who  both  sway  in  this  city,  perhaps  some  of  them  find  it  in  Amer- 
ican citizens.  With  that,  I  thank  you  very  much,  Madam  Chair. 

Mr.  DUNNER.  Madam  Chairman,  may  I  make  a  brief  response? 

Madam  Chairman.  Yes,  Mr.  Dunner. 

Mr.  Dunner.  I  would  like  to  make  two  responses.  One  is  I  can 
tell  you  that  my  association  includes  lawyers,  including  me,  and 
partners  and  my  associates  of  mine  who  represent  innovators,  rep- 
resent lots  of  companies  in  the  drug  industry,  the  Liberty's,  the 
Smith-Kliens,  the  American  Home  Products. 

We  have  great  trust  in  the  patent  system  we  even  represent  a 
lot  of  biotech  companies.  I  spent  the  4  or  5  years  litigating  biotech 
patents,  and  I  can  assure  you  that  we  have  people  who  have  used; 
not  because  they're  opposed  to  the  patent  system,  but  because  they 
believe  in  the  patent  system. 

I  have  a  statement  here  from  a — fi-om  a  very  active  small  busi- 
ness— president  of  a  small  business,  Mr.  Bill  Budinger,  and  he  has 
made  a  statement  showing  you  that  it  is  not  so  unusual  to  find 
people  who  might  take  advantage  of  the  system  if  the  system  per- 
mitted it. 

I  too  as  an  examiner,  I  really  think  1  or  2  years  is  enough  to 
really  see  whether  there  are  lots  of  submariners  around,  but  Mr. 
Budinger  says,  and  I  quote,  "My  own  company  provides  another  ex- 
ample. We  have  just  made  a  major  breakthrough  in  semi-conductor 
processing  technology. 

I  feel  our  invention  will  improve  semi-conducting  processing  so 
much  so,  that  companies  who  do  not  use  it  will  have  trouble  com- 
peting. Our  breakthrough  is  real.  It  clusters  inventions  that  will 
most  likely  be  broken  up  into  many  different  patents. 

We  have  filed  the  breakthrough  as  one  large  seal  patent  just  in 
case  H.R.  359  passes.  If  H.R.  359  does  not  pass,  all  those  patents 
will  expire  in  20  years.  If  H.R.  359  does  pass,  we  would  be  crazy 
not  to  do  the  smart  thing.  We  should  drive  out  examination  of  each 
patent  making  sure  that  the  most  important  patent  is  examined 
last. 

With  just  average  skill  we  should  be  able  to  keep  that  last  patent 
issuing  for  another  10  to  15  years.  None  of  those  issues  will  get  an- 
other 17  years  of  protection.  This  way  we  should  be  able  to  domi- 
nate semi-conductor  processing  for  the  next  30  years  or  so. 

This  will  be  nice  for  us,  but  not  so  nice  for  industry.  Especially, 
since  there  will  be  thousands  of  other  patentees  doing  the  same 
thing  with  their  patents,  and,  by  the  way;  if  you  ask  us,  we  will 
all  tell  you  that  we  are  examples  of  how  difficult  it  is  to  get  a 
breakthrough  application  speedily  issued.  Indeed,  what  I  just  de- 
scribed is  precisely  what  happened  under  our  pre-GATT  system 
and  by  most  knowledgeable  people  wanted  it  changed." 

Chair  Meyers.  Thank  you  very  much,  all  of  you,  for  being  here 
today.  I  think  you  helped  with  our  knowledge  and  information.  So, 
that  you  don't  think  I  submarined  Carlos  just  because  I'm  support- 
ing Dana's  bill,  I  really  did  inform  Mr.  Moorhead  about  the  hearing 
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today.  He  would  have  been  welcomed,  but  probably  is  at  another 
hearing. 

There  is  a  CTeat  deal  of  overlap  between  this  Committee,  for  in- 
stance, and  tne  Banking  Committee.  The  Banking  Committee  is 
having  a  markup  this  morning  where  there  will  be  votes,  and  so 
that's  where  we  lost  a  great  many  of  our  Committee  members. 

I  would  like  to  keep  the  record  open  for  10  days  for  questions 
that  I  think  our  Members  may  want  to  submit.  We  may  be  contact- 
ing you  and  asking  you  to  respond  to  a  question.  I  would  also  like 
to  ask  unanimous  consent  to  enter  some  letters  into  the  record  that 
we  have  received  from  others  on  this  subject,  and  would  like  to  ask 
Mr.  Dunner  if  we  could  have  a  copy  of  Mr.  Budinger's  letter  for  the 
record.  I  think  that  takes  care  of  all  of  the  housekeeping  details; 
and  unless  there  are  further  comments,  we  are  adjourned.  Thank 
you  all. 

[Whereupon  at  12:38  p.m.,  the  hearing  was  adjourned,  subject  to 
the  call  of  the  chair.] 


24-403  -  96 
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APPENDIX 


STATEMENT  OF  FLOYD  H  FLAKE  BEFORE  THE  HOUSE  COMMITTEE  ON  SMALL 

BUSINESS 

APRIL  25,  1996 


CHAIRWOMAN  MEYERS,  I  APPRECIATE  THE  OPPORTUNITY 
TO  PARTICIPATE  IN  THIS  HEARING  TODAY  ON  H.R  359  AND  H.R. 
1733,  TWO  PIECES  OF  LEGISLATION  WHICH  ADDRESS  ISSUES 
RELATED  TO  PATENT  TERMS  AND  PATENT  DISCLOSURE 
REQUIREMENTS. 

THE  ABILITY  TO  CREATE  A  PRODUCT  AND  SELL  IT  ON  THE 
FREE  MARKET  IS  A  PROCESS  WHICH  IS  INEXTRICABLY  TIED  TO 
BOTH  ENTREPRENEURSHIP  AND  THE  AMERICAN  DREAM. 
ENSURING  THAT  INVENTORS,  CORPORATIONS  AND  FOREIGN 
ENTITIES  ARE  SUBJECT  TO  THE  APPROPRL\TE  PATENT  TERMS 
AND  DISCLOSURE  REQUIREMENTS  IS  NECESSARY  TO  MAINTAIN 
OUR  COUNTRIES'  COMMITMENT  TO  FREE,  FAIR  AND  EQUITABLE 
COMMERCE  PRINCIPLES. 

IT  IS  A  FACT  THAT  SMALL  BUSINESSES  ARE  RESPONSIBLE 
FOR  NEARLY  FIFTY-  FIVE  PERCENT  OF  THE  INNOVATIONS 
INTRODUCED  IN  THE  UNITED  STATES.  PROTECTING  THE 
INVENTORS,  WHETHER  SMALL  OR  LARGE,  IS  IN  THE  BEST 
INTEREST  OF  THE  COUNTRIES'  PRODUCT  COMPETITIVENESS  AND 
ECONOMIES'  GROWTH.  AS  SMALL  BUSINESSES  CREATE  NEW 
PRODUCTS,  THEY  ALSO  CREATE  NEW  JOBS  AND  INCREASE 
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EXPORT  ACTIVITY  WITH  FOREIGN  COUNTRIES. 

CHAIRWOMAN  MEYERS,  ENTREPRENEURSHIP,  IDEA 
GENERATION  AND  TECHNOLOGICAL  ADVANCEMENT  ARE 
PRINCIPLES  WHICH  DESERVE  SUPPORT  IN  OUR  COUNTRY.  I  LOOK 
FORWARD  TO  DISCUSSING  HOW  THE  PATENT  LAW  AND 
DISCLOSURE  CHANGES  IN  H.R.  359  AND  H.R.  1733  CONTRIBUTE  TO 
THESE  FUNDAMENTAL  PRINCIPLES  AND,  IN  TURN,  ENCOURAGE 
SMALL  BUSINESS  INNOVATION. 
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STATEMENT  BY 
CONGRESSMAN  JESSE  L.  JACKSON,  JR. 

COMMITTEE  ON  SMALL  BUSINESS 

HEARING  ON  PATENT  TERM  AND 

PATENT  DISCLOSURE  LEGISLATION 

APRIL  25,  1996 
10  AM,   2359  RHOB 


THANK  YOU  MADAM  CHAIRMAN  FOR  THE 
OPPORTUNITY  TODAY  TO  ADDRESS  AN  ISSUE 
CRITICAL  TO  OUR  NATION'S  ABILITY  TO  REMAIN  THE 
HOME  OF  INNOVATION  AND  GROUND-BREAKING 
TECHNOLOGIES.  BEFORE  I  BEGIN,  I  WOULD  FIRST 
LIKE  TO  SAY  HOW  HONORED  I  AM  TO  BE 
REPRESENTING  THE  PEOPLE  OF  THE  SECOND 
CONGRESSIONAL  DISTRICT  OF  ILLINOIS  ON  THE 
ESTEEMED  COMMITTEE  ON  SMALL  BUSINESS.  AS  WE 
ENGAGE  IN  THE  LEGISLATIVE  CALENDAR  FOR  THE 
REMAINDER  OF  THIS  CONGRESS,  I  LOOK  FORWARD 


WITH  MUCH  ANTICIPATION  TO  WORKING  WITH  EACH 
OF  YOU,  AS  WELL  AS  WITH  THOSE  MEMBERS  OF  THE 
COMMITTEE  WHO  ARE  NOT  PRESENT  TODAY. 

MADAM  CHAIRMAN,  I  ENCOURAGE  ALL  MEMBERS 
TO  CONSIDER  THE  ISSUE  AT  HAND  IN  AN  ITNBIASED 
FASHION  BECAUSE,  AS  WE  EACH  KNOW,  OUR 
NATION'S  HISTORY  OF  REVOLUTIONARY 
INNOVATIONS  HAS  BEEN  FOSTERED  BY  REWARDING 
INVENTORS  THROUGH  PATENT  PROTECTION.  AND  IN 
LIGHT  OF  HOW  VITAL  INGENUITY  IS  TO  THE  SMALL 
BUSINESSES  WHICH  DRIVE  OUR  ECONOMY,  THE 
PROCESS  BY  WHICH  PATENTS  ARE  AWARDED  IS  ONE 
WHICH  DESERVES  CAREFUL  SCRUTINY. 

ON  APRIL  5,  1864,  GEORGE  MORTIMER  PULLMAN 
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OF  CHICAGO,  ILLINOIS  RECEIVED  HIS  FIRST  PATENT, 
U.S.  PATENT  NO.  42,182.  GEORGE  PULLMAN 
REVOLUTIONIZED  RAILWAY  TRAVEL  AND  HIS 
PATENTS  WERE  THE  VEHICLES  BY  WHICH  HE 
ESTABLISHED  THE  LEGENDARY  PULLMAN  PALACE 
CAR  COMPANY  IN  PULLMAN,  ILLINOIS,  AT  THE 
HEART  OF  WHAT  IS  NOW  THE  SECOND  DISTRICT  OF 
ILLINOIS.  IN  THE  INTEREST  OF  GENERATIONS  OF 
GEORGE  MORTIMER  PULLMANS  TO  COME,  AND  THE 
COMMUNITIES  THEY  HAVE  ENRICHED,  LET  US  WORK 
TOGETHER  NOW  TO  SUPPORT  THE  BEST  POSSIBLE 
PATENT  SYSTEM  FOR  ALL  AMERICANS.  MADAM 
CHAIRMAN,  I  THANK  YOU  FOR  THIS  TIME. 


STATEMENT  OF  REP.  JAN  MEYERS  (R-KS) 

CHAIR 
COMMITTEE  ON  SMALL  BUSINESS 

April  25,  1996 

"Patent  Term  and  Patent  Disclosure  Legislation" 


Good  morning  everyone  and  welcome  to  today's  hearing.  At  the  outset,  I 
would  like  to  thank  all  of  our  witnesses  for  being  here  today;  particularly  you 
Ms.  Gardner  for  traveling  all  the  way  from  San  Diego  to  be  with  us. 

Today  we  will  be  discussing  two  patent  issues  of  importance  to  small 
business  -  patent  terms  and  patent  disclosure.  As  most  of  you  are  aware, 
there  are  two  different  legislative  approaches  currently  pending  which  address 
these  issues  -  H.R.  359,  which  was  introduced  by  Mr.  Rohrabacher  (R-CA), 
and  H.R.  1733,  which  was  introduced  by  Mr.  Moorhead  (R-CA).  I  personally 
am  a  cosponsor  of  H.R.  359.  However,  I  realize  that  many  of  my  colleagues 
here  on  the  Committee  have  a  different  view  on  these  issues,  and  I  have 
instructed  my  staff  to  make  sure  that  we  hear  from  both  sides  at  today's 
hearing. 


While  these  issues  of  patent  term  and  patent  disclosure  were  addressed 
recently  in  our  deliberations  leading  to  the  passage  of  GATT  implementing 
legislation  in  the  last  Congress,  I  believe  that  many  members  were  not  aware 
of  the  full  reach  of  what  was  contained  in  every  *'nook  and  cranny"  of  the 
GATT  accord  which  emerged  from  the  Uruguay  Round. 

I  am  a  supporter  of  H.R.  359  for  two  reasons.  First,  I  believe  that  the 
previous  system  of  17  years  of  patent  protection  from  the  date  of  grant  is  more 
conducive  to  promoting  American  innovation  and  protecting  the  rights  of  small 
business  inventors.  This  particular  approach  worked  quite  well  for  over  130 
years.  Moreover,  I  am  very  concerned  about  the  premature  disclosure  of 
intellectual  property.  Many  small  businesses  work  hard  to  develop  new 
innovations,  only  to  lose  the  race  to  market  their  products  to  their  full  potential 
because  of  the  premature  release  of  technical  information.  Publication  should 
occur  after  grant. 

America  has  a  long  and  unique  tradition  of  protecting  intellectual 
property.  Article  I  of  the  Constitution  gave  explicit  power  to  Congress  to 
secure  inventors  and  discoverers  the  exclusive  rights  to  their  innovations  and 
discoveries.  In  fact,  the  first  patent  law  was  signed  into  law  by  George 
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Washington  himself.  And,  of  course,  we  have  a  rich  common  law  history  of 
patent  protection  which  reaches  back  hundreds  of  years. 

The  success  of  American  innovators  and  inventors,  especially  individuals 
and  small  businesses,  testifies  to  the  wisdom  of  our  nation's  historic  practices 
in  our  patent  policy.  It  does  not  seem  reasonable  that  changing  the  patent  term 
to  meet  only  the  minimum  standards  set  forth  in  the  Uruguay  Round 
agreement  would  increase  the  protection  of  American  inventors'  intellectual 
property  rights. 

That  being  said,  I  also  realize  there  is  merit  on  both  sides  of  this 
question.  Small  businesses  use  patented  inventions  and  are  especially 
vulnerable  to  frivolous  and  malicious  infringement  lawsuits.  And,  if 
submarine  patents  are  a  problem,  they  should  be  dealt  with.  But  the  solution 
to  the  submarine  patent  problem  should  not  weaken  the  rights  of  legitimate 
inventors. 
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HOUSE  COMMITTEE  ON  SMALL  BUSINESS 

FULL  COMMITTEE  HEARING  ON  PATENT  TERM  AND  DISCLOSURE 

Opening  Statement  of  Congressman  Glenn  Poshard 

April  25,  1996 


Madame  Chairman,  thank  you  for  providing  this  opportunity  to  discuss  further  the 
merits  of  the  competing  legislation  dealing  with  patent  term  and  disclosure.   These  issues 
touch  on  many  sectors  of  our  economy,  and  the  impact  on  America's  small  businesses  must 
be  assessed.    I  anticipate  a  productive,  informative  session  here  today. 

As  a  supporter  of  the  General  Agreement  on  Tariffs  and  Trade,  I  believe  it  will  be 
beneficial  to  bring  our  patent  term  and  disclosure  provisions  in  line  with  the  rest  of  the 
world's.   As  the  U.S.  pushes  for  equal  access  to  foreign  markets,  we  must  also  assure  that 
American  innovators  can  access  patents  published  abroad.   Given  the  great  number  of  U.S. 
patents  that  are  also  filed  overseas,  as  well  as  the  fact  that  the  average  patent  application 
pendency  is  19-20  months,  I  am  satisfied  that  American  inventors  will  be  adequately 
protected,  while  being  exposed  to  the  ideas  of  the  entire  world.   I  am  also  greatly  concerned 
with  submarine  patents,  and  I  believe  that  H.R.  1733  does  a  better  job  than  H.R.  359  in 
combatting  this  phenomenon,  which  in  itself  will  constitute  a  common-sense  legal  reform. 
To  this  end,  I  am  particularly  interested  in  learning  more  about  the  Biotechnology 
amendments  aimed  at  protecting  the  diligent  patent  applicant. 

Madame  Chairman,  I  would  like  to  thank  you  again  for  bringing  together  this 
esteemed  group.   I  appreciate  the  panel's  time  and  expertise,  and  I  look  forward  to  their 
insights. 


TESTIMONY  BEFORE  THE  COMMITTEE  ON  SMALL  BUSINESS 
OF  THE  HOUSE  OF  REPRESENTATIVES 

DONALD  W.  BANNER,  ESQ. 

APRIL  25, 1996 


The  stray  of  commerce  in  the  United  States  of  America  is,  in  no  small  part,  the  story  of  the 
progress  of  small  businesses  -  businesses  with  less  than  SOO  employees.  Accordingly  to  the  Report 
to  the  President  entitled  The  State  of  Small  Business'  for  1994,  prepared  by  the  U.S.  Small  Business 
Administration  (SBA),  "fewer  than  0.3%  of  all  U.S.  firms  with  onployees  -  fewer  than  14,000  firms 
-  have  more  than  SOO  employees.  The  remaining  99.7%  are  considered  small.  These  smaller  firms 
account  for  53%  of  private  sector  employment,  47%  of  private  sector  payroll  and  52%  of  sales." 
The  impact  of  national  policy,  as  reflected  in  legislation,  on  small  business  is  of  critical  importance. 

That  same  Report  indicates  that  a  study  done  for  the  SBA  showed  that  small  firms  were 
estimated  to  be  responsible  for  55%  of  the  innovations  identified  and  -of  extreme  importance- 
that  "new  firms  have  been  particularly  important  in  commercializing  new  technologies  in  the 
United  States,  in  contrast  to  other  countries,  over  the  postwar  period."  The  Report  cites  a  study 


*  Mr.  Banner  ii  «  •htivhokkr  tad  co-chiinnui  of  Bumw  A  AlkgrMli,  Ud.  He  hu  ftmnnly  h—n  U.S.  Commiuiooer  of  PaUna  ind 
Tmdeawki;  Oeocol  PucK  CounMl,  Bois-Wuner  Corponlioo;  Chtirmui  of  Ih*  Americu  B«r  Aoociatioa  Section  of  Patent,  Trademark  and 
Copyright  Uw;  Pretidem,  American  bteUectual  Propeity  Law  Aaaocution;  Preridem,  Aiaociatioa  of  Corporate  Patea  Counael;  PretideK. 
fcaenMlioiMl  Pmta  and  Trademut  Aaaocklioa;  Plofciaw  of  Law  and  Director  of  the  liHellecBial  Properly  Program  at  John  MarriuU  Law  School 
an)  the  NalicalLm>CeiaerofaeoigeWarfiii«laaUiivefiity;Co-Fouuler  of  InleUecIual  Property  Ownen.Inc  (IPO)  and  PretidenI  1980-1992; 
Co4>ounder  and  Preaidesri  of  the  Oifca  S.  Rich  American  Inn  of  Couit.  The  vicwa  expreaaed  are  thoae  of  the  author  and  nM  neceiaarily  Ihoae 
of  Banner  A  AUegreiti,  Ltd.  or  any  of  ita  cbeau. 

Copyright  •  Banner  A  AUegreOi.  Ltd..  April.  1996 
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to  the  effect  that  "the  small  finn  share  of  innovation  is  lower  in  other  industrial  nations.'  **    For 
example,  comparable  British  firms  were  responsible  for  only  21  %  of  important  innovations 
introduced  in  194S  through  1980.  This  significantly  lower  rate  of  innovation  in  other  industrial 
countries  is  largely  due  to  dieir  less  efficient  patent  systems.    Illustrative  important  inventions 
by  U.S.  small  firms  in  the  20di  Century  are  included  in  the  Report: 


Air  conditioning  Air  passmger  service 

Articulated  tractor  chassis  Artificial  skin 

Biomagnetic  imaging  Biosyntfaetic  insulin 

Computerized  blood  Continuous  casting 

pressure  controller  DNA  fingerprinting 

Electronic  spreadsheet  Freewing  aircraft 

Front-end  loader  Geodesic  dcMne 

Heart  valve  Helio^rter 

High  resolution  digital  x-ray  High  resolution  x-ray  microscope       Human  growth  hormone 


Airplane 

Audio  tape  recorder 

Catalytic  petroleum  cracking 

Defibrillator 

Double-knit  &bric 

FM  radio 

Gyrocompass 

High  resolutionCAT : 


Hydraulic  braker 
Link  trainer 


Integrated  circuit 
Microprocessor 


Kidney  stone  laser 
Nuclear  magnetic  resonance 


Optical  scanner  Oral  contraceptives 

Overnight  national  delivery  Pacemaker 

Polaroid  camera  Prestressed  concrete 

Quick-frozen  food  Reading  machine 

Six-axis  robot  arm  Soft  contact  lens 

Stereoscopic  map  scanner  Strain  gauge 

Two-armed  mobile  robot  Vacuum  tube 

Vascular  lesion  laser  Xerography 


Outboard  engine 
Photo  typesetting 
Prefabricated  housing 
Rotary  oil  drilling  bit 
Solid  fiiel  rocket  engine 
Strobe  lights 

Variable   output  transformer 
X-ray  telescope 


The  need  to  protect  and  nurture  small  business  is  perfectly  obvious.  Only  by  so  doing  can 
we  insure  expanding  employment  and  the  proliferation  of  new  products  in  the  marketplace.  This  was 
also  an  object  of  the  franms  of  the  Constitution  in  providing  for  a  patent  system  in  our  country. 


The  Report  cites  a  study  by  Nelson  in  the  publication  'National  fmovation  Systems:  A 
Comparative  Analysis,  'G^ew  York:  Oxford  University  Press,  1993). 
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Abraham  Lincoln  said  *The  patent  system  added  the  fuel  of  interest  to  the  fire  of  genius." 
The  protection  afforded  by  that  system  to  small  business  is  of  pivotal  importance.  It,  therefore,  is 
of  substantial  significance  to  our  country.  For  example,  in  the  report  entitled  'Technical  Innovation: 
Its  Environment  and  Management'  by  the  United  States  Department  of  Commerce  Technical 
Advisory  Board  in  1%7,  the  conclusion  was  that  'Independent  inventors  (including  inventor- 
entrepreneurs)  and  small  technologically-based  companies  are  responsible  for  a  remarkable 
percentageof  the  important  inventions  and  innovations  of  this  century.'  That  report  pointed  that 
Professor  Jewkes  had  studied  61  of  the  most  important  inventions  and  innovations  of  the  20th 
Century,  finding  that  over  half  of  them  stenuned  from  independent  inventors  or  small  firms. 
Furtiier,  Professor  Daniel  Hamberg  of  the  University  of  Maryland  studied  inventions  made  during 
the  period  1946  to  1955,  and  found  that  over  two-thirds  of  them  resulted  from  the  work  of 
independent  inventors  and  small  companies.  The  work  of  Professor  Merton  Peck  of  Harvard  was 
also  reported.  He  studied  149  inventions  in  the  aluminum  industry;  major  producers  accounted  for 
only  one  out  of  seven  important  inventions.  Professor  John  Enos  of  the  Massachusetts  Institute  of 
Technology  had  studied  seven  major  inventions  in  the  refining  and  the  cracking  of  petroleum  -  all 
seven  were  made  by  independent  inventors. 

Several  well-known  independent  inventors  have  commented  on  the  role  of  the  patent  system 
in  their  efforts  and  the  importance  they  see  in  it.  For  example,  Chester  Carlson,  the  inventor  of 
xerography,  said  'The  time  scale  of  invention  is  a  long  one,  results  do  not  come  quickly.  Inventive 
developments  have  to  be  measured  in  decades  rather  than  years.  It  takes  patience  to  stay  with  an 
idea  through  such  a  long  period.  In  my  case,  I  am  sure  I  would  have  not  done  so  if  it  were  not  for 
the  hope  of  the  eventual  reward  through  the  incentives  offered  by  the  patent  system.' 
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Similarly,  Edward  Land,  inventor  and  founder  of  Polaroid,  said  *I  must  emphasize  that  the 
kind  of  company  I  believe  in  cannot  come  into  being  and  cannot  continue  its  existence  except  with 
the  full  support  of  the  patent  system.'  He  also  said  'The  only  thing  that  keeps  us  alive  is  our 
brilliance.  The  only  way  to  protect  our  brilliance  is  our  patents.' 

In  this  regard,  Gustav  Drews  in  his  book  The  Patent  Right  and  the  National  Economy  of  the 
United  States  said  'Except  for  the  patent  right,  men  of  limited  means  would  be  hopeless  negotiating 
with  the  large  corporation.  Without  the  patent  right,  if  he  did  not  have  sufficient  fonds  to  market 
the  invention  himself,  he  would  be  compelled  to  submit  his  invention  to  financiers.  If  these 
fini^Kiers  should  decline  to  make  a  foir  deal  with  the  inventor  and  the  inventor  refused  to  accept  a 
deal  considered  unfair,  they  would  ignne  him  and  proceed  to  market  the  invention  without  his 
consult  and  he  would  be  helpless  to  stop  them.'  This  point  was  emphasized  by  the  Commissioner 
of  Patents  when  he  testified  at  the  TNEC  hearings.  The  Commissioner  said  'A  patent  should 
function  as  a  leveler  whereby  an  individual  or  company  of  small  means  may  be  able  to  hold  his  or 
its  rights  or  property  against  the  pressure  of  the  strongest  adversary.  It  should  have  a  protective 
character  like  that  of  a  high-powered  rifle  in  the  hands  of  a  puny  man  beset  by  a  wildly  charging  bull 
elephant.' 

Despite  the  undoubted  advantages  to  small  business  of  the  patent  system,  there  are  some 
multinationals,  w4io  do  not  need  the  patent  system  to  compete,  and  many  foreign  corporations,  which 
have  been  working  to  reduce  the  term  of  the  U.S.  patent  and,  otherwise,  to  weaken  it  by  making 
it  less  accessible  to  persons  of  limited  means.  Why  would  multinational  U.S.  companies  want  to 
shmten  patent  life  and  make  it  inaccessible  to  small  business? 
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Instnictive  is  Judge  Markey's  statement  to  a  Federal  Judicature  Center  Workshop  for  District 


Many  giant  corporations  have  no  need  of  a  patent  system.  They  may  obtain  patents,  but  only 
as  a  defense  against  some  little  machine  shop  operator  who  might  otherwise  invent  and  patent 
something  the  public  would  demand  and  the  big  corporation  would  have  to  negotiate  for, 
instead  of  just  adding  the  item  to  its  product  line.  Many  large  corporations  would  be  glad 
to  compete  on  size,  nationwide  service,  high  volume,  strong  finance,  and  prompt  delivery. 
They  can  kill  off  smaller  competitors  on  any  of  those  bases,  unless  the  small  competitor  has 
a  patent  on  a  product  somebody  wants  to  buy. 

Keeping  in  mind  the  fact  that  the  power  to  tax  is  the  power  to  destroy,  it  is  impossible  to 
overestimate  the  negative  impact  which  those  multinational  and  foreign  corporations  have  had  in 
recent  years.  As  one  example,  consider  the  fact  of  the  small  entity  and  his  fees  to  the  patent  office 
to  obtain  and  maintain  a  patent  throughout  its  life.  In  1990  that  cost  was  $1,975;  today  those  costs 
have  increased  to  $3,98S.  In  other  words,  in  about  five  years,  the  fees  to  the  Patent  Office  have 
increased  about  102%  with  no  commensurate  value  obtained  by  the  small  entity.  Furthermore,  there 
is  pending  a  Bill  H.R.  1733  which  would  require  publication  of  most  patent  applications  18  months 
after  they  were  filed.  This  clearly  is  an  unnecessary  and  irresponsible  step  which  would  increase 
the  volume  of  paper  prior  art  by  approximately  50%  and  would  require  another  huge  increase  in  the 
fees  payable  by  patent  applicants  to  the  Patent  Office.  The  idea  is  particular  outrageous  in  view  of 
the  fact  that  the  officials  of  the  PTO  state  that  the  average  pendency  of  patent  applications  would  be 
about  19  months;  would  we  publish  applications  at  18  months  and  then  republish  most  of  them  one 
month  later  as  issued  patents?  That  is  absurd. 

H.R.  1733  also  provides  for  extension  of  the  patent  term  in  certain  situations  when  the 
application  is  delayed  by  virtue  of  actions,  or  inactions,  by  the  PTO.  This  is  to  correct  a  mistake 
in  the  GATT-implementing  legislation  which  relates  to  the  patent  system.   Implementing  patent 
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Illation,  unfortunately,  was  an  under-the-table,  almost  secretive  activity.  Incorporated  as  it  was 
in  the  "fest-track"  legislation,  there  was  no  opportunity  to  correct  it.  It's  interesting  that  Trade 
Representative  Kantor,  now  Secretary  of  Onnmerce,  and  a  bipartisan  group  of  Senators  have  urged 
Congress  to  fix  *a  mistake'  in  that  GATT-implementing  legislation.  "We  made  a  mistake  and  we 
should  fix  it,'  Senator  Chaffee  said  during  testimoi^  recently  before  the  Senate  Judiciary  Committee. 
The  Rohrabacher  Bill  H.R.  359,  would  also  correct  the  error  at  which  the  patent  term  extension 
portion  of  H.R.  1733  is  directed  but  would  do  it  in  a  more  efficient  and  logical  feshion.  It  would 
provide  a  patent  term  vt^tich  would  be  assured  and  extend  20  years  from  filing  of  the  application  or 
17  years  from  issuance  whichever  is  longer.  In  no  instance  would  it  increase  the  historic  patent 
term.  Strangely  enough,  there  is  some  support  for  Bills  in  the  Congress  which  would  create  a  PTO 
government  corporation,  wiiich  is  alleged  to  give  operating  and  financial  flexibility  to  the  PTO.  In 
view  of  the  fiscal  irresponsibility  of  the  PTO  even  in  its  present  status,  it  would  seem  that  the  impact 
of  increasing  that  ability  of  the  PTO  to  control  fees  for  small  entities  and  waste  money  on 
unnecessary  programs,  would  be  disaster. 

As  stated  earlier,  die  pown'  to  tax  is  die  power  to  destroy.  It  is  obvious  that  the  small  entity 
is  in  danger  of  becoming  an  endangered  specie.  More  than  125,000  issued  patents  were  abandoned 
during  the  years  1991-1994  for  fiulure  to  pay  maintenance  fees.  Many  patents  were  abandoned,  of 
course,  because  of  financial  considerations.  Those  patents  will  never  encourage  investment,  help 
to  provide  jobs  in  our  country,  or  aid  in  the  introducticm  of  new  products  into  the  marketplace.  The 
fiiel  of  interest,  to  which  Abraham  Lincoln  referred,  is  being  throttled  back;  the  fire  of  genius  will 
not  continue  to  bum  with  so  bright  a  light  unless  the  interests  of  small  businesses  are  encouraged  and 
protected. 
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Good  morning,  Chairwoman  Meyers  and  members  of  the  committee.  My  name  is  Ginny 
Beauchamp.  I  am  Vice-President  of  the  National  Association  for  the  Self-Employed,  which  has 
over  320,000  members  nationwide.  We  represent  the  smallest  of  small  businesses,  with  80% 
of  our  memberships  having  businesses  with  fewer  than  5  employees.  Approximately  60%  of  our 
members  are  self-employed  with  no  employees. 

I  have  been  surprised  by  the  numbers  of  our  members  who  have  contacted  our  office  and 
are  concerned  with  this  very  technical  patent  term  legislation  before  the  committee  today.  I  am 
neither  a  patent  attorney  nor  am  I  an  expert  on  the  technicalities  of  this  legislation  but  I  am  very 
familiar  with  the  needs  of  small  business  and  what  makes  independent  entrepreneurs  "tick". 
When  it  comes  to  innovation,  SBA  rqx)rts  that  small  firms  produce  twice  as  many  products 
innovations  per  employee  as  large  fums,  as  well  as  producing  twice  as  many  significant  (first 
of  their  kind)  iimovations. 

Last  year  our  association  joined  the  Alliance  for  American  Innovation,  a  group  of  small 
business  associations  supporting  HR  359,  because  we  share  the  Alliances'  concern  that 
legislation  is  needed  to  protect  small  business  and  independent  innovation  to  the  fullest  degree. 
We  support  HR  359  because  it  would  protect  small  business  inventors  from  having  their 
applications  published  before  the  patent  process  is  completed.  Imagine  how  many  corporations 
would  have  loved  to  "copy"  the  technology  for  the  defibrillator,  the  CAT  Scanner,  or  soft 
contact  lens  -  all  invented  by  a  small  firm  and  not  large  firms  -  before  the  patents  could  be 
finalized.  Small  business  simply  cannot  afford  expensive  litigation  attorneys  to  respond  to 
challenges  and  requests  for  extension  (as  can  coiporate  America)  during  the  patent  pending 
process.  Protection  of  privacy  rights  for  the  small  business  inventors  is  extremely  critical.  We 
also  support  the  bill  because  we  know  what  inventors  need  to  raise  capital  —  they  need  about  as 
about  as  long  as  they  will  control  a  patent.  Legislation  like  HR  1733,  which  we  oppose,  would 
lead  to  uncertainty  about  patent  terms,  which,  in  turn,  would  mean  that  investors  couldn't 
calculate  their  rates  of  return.  And  that  means  the  flow  of  investment  to  independent  inventors 
would  be  sharply  curtailed. 

Delegates  to  the  1995  White  House  Conference  on  Small  Business  debated  this  issue 
extensively.  Much  debate  has  followed  since  that  time  with  some  claiming  that  the  delegates 
were  conf\ised  on  this  issue.  I  can  report  that  the  White  House  Conference  technology  chairs 
across  the  country  have  spent  many  hours  debating  these  legislative  proposals  and  clearly  see 
that  the  intent  of  the  resolution  they  passed  can  be  achieved  through  the  passage  of  HR  359. 
The  provisions  of  HR  359  requiring  that  patent  coverage  be  the  longer  of  20  years  from  date  of 
filing  or  17  years  from  date  of  issue  are  exactly  what  the  smallest  of  small  businesses  need.  The 
longer  the  period  of  time  their  patents  are  covered,  the  more  likely  inventors  are  to  invent  and 
investors  are  to  invest  in  those  inventions. 

Thank  you.  Madam  Chairwoman  and  members  of  the  Committee  for  allowing  the 
National  Association  for  the  Self-Employed  to  express  the  concerns  of  its  inventor  members. 
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Madame  Chainnan,  members  of  the  Committee.  Thank  you  for 
this  opportunity  to  testify  today  on  the  important  subject  before  the 
Committee,  small  business  patent  protection. 

I  am  Donald  R.  Dunner,  Chair  of  the  Section  of  Intellectual 
Property  Law  of  the  American  Bar  Association.  I  am  today  representing 
the  Section  of  Intellectual  Property  Law  of  the  Association 

I  understand  that  the  Committee  is  particularly  interested  in 
receiving  testimony  on  the  topics  of  the  publication  of  pending  patent 
^plications  and  the  appropriate  term  or  patent  life  for  patents  issued  in 
the  United  States. 

My  remarks  in  support  of  the  20  year  patent  term  measured  from 
filing  date  represent  the  views  of  the  American  Bar  Association    The 
views  which  I  express  on  the  subject  of  early  publication  of  patent 
applications  are  those  of  the  Section  of  Intellectual  Property  Law.  They 
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have  not  been  considered  or  approved  by  the  House  of  Delegates  or  Board  of 
Governors  of  the  American  Bar  Association,  and,  accordingly,  should  not  be 
construed  as  representing  the  position  of  the  Association. 

Both  of  these  issues  are  very  important  and  timely  topics,  ones  that  are 
important  to  small  business  concerns  and  to  the  overall  business  and  technology 
communities.  We  are  pleased  to  share  our  views  on  these  topics  with  the 
Committee. 

Publication  of  Pending  Patent  Applications 

In  the  United  States,  patent  applications  are  held  in  confidence  by  the  Patent 
and  Trademark  Office,  and  their  contents  are  not  made  public  unless  and  until  a 
patent  is  issued  pursuant  to  a  particular  application.  This  contrasts  to  the  practice  in 
almost  all  the  rest  of  the  world,  where  patent  applications  are  typically  made  public 
18  months  after  the  original  filing  date. 

The  Intellectual  Property  Law  Section  of  the  ABA  favors  changing  U.S.  law 
to  provide  for  such  early  pubUcation  of  patent  applications.  Given  the  unique 
position  of  the  United  States  in  the  world  trading  community  in  not  providing  for 
such  early  pubhcation,  it  is  not  surprising  that  changing  U.S.  law  in  this  regard  has 
been  prominently  discussed  in  world  wide  talks  aimed  at  harmonizing  the  patent 
laws  of  the  various  countries.  There  are  advantages  to  the  United  States  in  such 
harmonization,  especially  if  that  harmonization  goes  in  the  direction  of  strengthening 
the  patent  systems  of  countries  where  patent  protection  is  inadequate  and  the 
innovations  of  U.S.  inventors,  investors,  and  businesses  are  exploited  without 
permission  or  compensation. 

Supporting  international  patent  law  harmonization  carries  with  it  a 
perception  that  the  United  States  will  have  to  "give  up  something"  in  world 
harmonization  talks  in  order  to  get  agreement  on  changes  in  other  countries'  laws 
which  would  be  beneficial  to  the  United  States.  However,  our  support  for  early 
publication  of  patent  apphcations  is  not  based  upon  support  for  harmonization. 

We  support  early  publication  of  patent  applications  because  we  believe  it  is, 
in  and  of  itself,  beneficial  to  the  United  States  and  to  our  inventors,  investors,  and 
businesses  which  develop,  produce  and  distribute  products  which  depend  upon 
patents  to  protect  their  creations,  investments,  and  efforts. 
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Early  publication  of  patent  applications  is  another  way  of  saying  that  the 
contents  of  U.S.  patents  are  to  be  disclosed  to  the  public  before  the  inventor 
receives  a  patent  on  his  or  her  invention.  Opponents  of  such  disclosure  argue  that 
such  forced  disclosure  is  an  open  invitation  for  competitors  of  U.S.  patent 
apphcants  to  steal  their  inventions. 

This  argument  has  some  surface  appeal.  After  all,  early  publication  means 
that  patent  applications,  including  details  of  how  to  make  the  invention  in  question, 
are  thrown  open  to  anyone  who  wants  to  see  them.  Furthermore,  early  publication, 
by  definition,  means  that  this  "fiightening"  event  occurs  before  the  inventor 
receives  a  patent  or  can  be  sure  that  he  will  get  one.  The  argument  agamst  such 
pubUcation  takes  on  additional  superficial  appeal  when  it  is  cast  in  the  image  of 
foreign  competitors  sending  battalions  of  hired  hands  to  the  US  Patent  and 
Trademark  Office  each  day,  armed  with  large,  sturdy  suitcases  and  an  unlimited 
photocopying  budget. 

However,  it's  not  quite  that  simple.  To  begin  with,  the  vast  majority  of  the 
patent  applications  which  would  be  laid  open  in  Crystal  City  if  we  adopt  an  early 
publication  regime  will  also  be  available  in  Tokyo  or  Paris  or  Munich.  Why  send 
someone  to  the  United  States  to  pick  up  an  application  if  it  is  available  in  your  home 
country  and  in  your  own  language? 

The  fact  is  that  ahnost  half  the  patent  applications  filed  in  the  United  States 
are  filed  by  foreign  inventors.  Another  30  or  so  percent  are  filed  by  multi-national 
corporations  who  also  file  abroad.  Add  the  many  applications  filed  by  small 
businesses  and  others  who  also  file  abroad  and  the  figure  reaches  85-90  percent  for 
patent  appUcations  filed  abroad  as  well  as  in  the  United  States. 

In  other  words,  this  means  that,  so  long  as  the  United  States  does  not  provide 
for  early  pubUcation,  85-90  percent  of  applications  filed  in  the  U.S.  will  be  made 
available  18-24  months  later  in  foreign  countries,  usually  only  in  a  foreign  language, 
but  not  available  in  the  United  States. 

This  hardly  seems  to  be  a  result  that  improves  the  competitive  position  of  U.S. 
inventors  and  businesses. 

Early  pubUcation  is  also  good  patent  policy  when  viewed  from  a  purely 
domestic  perspective. 
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Oxir  patent  system  strikes  a  bargain  with  inventors.  This  bargain  is  spelled 
out  in  the  Constitution  itself,  which  provides  that,  in  order  to  provide  an  incentive  to 
creative  activity  ("to  promote  the  Progress  of  Science  and  useful  Arts")  Congress 
may  pass  laws  giving  authors  and  inventors  certain  exclusive  rights  ( "exclusive 
Rights  to  their  respective  Writings  and  Discoveries"). 

Recognizing  the  imusual  nature  and  the  power  of  such  exclusive  rights,  the 
Constitution  also  specifies  that  such  rights  can  only  be  granted  "for  limited  times" 
Implicit  in  the  Constitution  and  explicit  in  two  centuries  of  Congressional 
implementation  of  this  bargain  with  inventors  is  another  requirement  that  an  inventor 
must  agree  to  in  order  to  buy  into  this  exclusive  rights  deal  being  offered     The 
bargain  requires  the  inventor  to  disclose  the  invention  and  to  give  others  a  detailed 
description  of  how  to  make  and  use  it.  Telling  others  how  to  make  and  use  it  is  an 
easily  imderstandable  part  of  the  deal,  since  the  exclusive  rights  are  not  perpetual, 
but  for  hmited  times.  Not  only  can  others  make  and  use  the  invention  when  your 
patent  term  ends,  but  you  have  to  tell  them  how  to  do  it. 

This  could,  however,  be  achieved  by  requiring  the  "how  to  make  and  use  it" 
disclosure  only  at  the  end  of  the  patent  term.  After  all,  others  can't  make  or  use  the 
invention  without  the  patentee's  permission  until  then,  so  why  not  keep  the  enabling 
disclosure  secret  until  patent  expiration? 

However,  our  foimding  fathers  were  wiser  than  that.  They  envisioned  and 
structured  a  patent  system  which  would  promote  the  progress  of  science  and  useful 
arts  by  providing  incentives  in  the  form  of  exclusive  rights  to  a  particular  inventor 
for  a  particular  invention,  but  also  in  the  form  of  incentives  to  a  universe  of  other 
inventors  who  might  build  upon  the  knowledge  contained  the  prior  art  to  develop 
still  further  improvements  and  innovations.  In  the  case  of  prior  art  embodied  in 
inventions  for  which  a  patent  is  still  in  existence,  this  building  process  typically 
takes  place  with  the  permission  of  and  compensation  paid  to  the  primary  patent 
owner,  who  also  benefits  when  others  build  upon  his  or  her  innovation. 

Our  present  system  of  making  public  patent  applications  at  the  time  patents 
are  granted  furthers  this  objective.  Still  earlier  publication—at  1 8  or  24  months  af^er 
filing-would  advance  that  objective  even  further. 

Patent  applications  often  are  pending  several  years  before  a  patent  is  issued. 
With  no  publication  of  pending  applications,  an  inventor  faces  the  constant  threat 
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that  an  unpublished  pending  application  will  establish  an  earlier  invention  date,  even 
though  his  or  her  invention  was  independently  created.  Venture  capital  is  often 
essential  to  developing  and  marketing  an  invention,  and  unpublished  applications 
pose  both  a  threat  and  a  deterrent  to  such  investment.  Small  busmesses  which  own 
or  invest  in  inventions  are  particularly  vulnerable,  and  can  find  their  investment  of 
time  and  capital  destroyed  by  the  surfacing  of  previously  undisclosed  pnor  nghts  to 
an  invention. 

Early  publication  would  provide  inventors  and  investors  with  essential 
information  to  help  them  make  decisions  at  critical  stages  of  invention  development. 
For  example,  an  inventor  whose  owoi  publication  date  is  imminent  can  take  comfort 
in  the  knowledge  that  no  other  applications  have  been  opened  which  establish 
priority  rights  in  another  pending  application.  If  such  priority  does  appear  to  be 
estabhshed,  the  inventor  may  then  be  able  to  abandon  his  or  her  own  application  and 
take  advantage  of  other  strategies  which  may  still  be  available,  such  as  trade  secret 
protection. 

The  effect  upon  trade  secret  protection  is  another  concern  of  those  who 
question  the  wisdom  of  early  publication.  This  concern  is  not  without  some 
foimdation.     Under  present  law,  if  an  application  does  not  lead  to  the  issuance  of  a 
patent,  no  publication  occurs,  and  the  applicant  may  still  be  able  to  obtain  protection 
by  maintaining  the  invention  as  a  trade  secret.  The  problem  occurs  if  early 
publication  is  not  followed  by  the  issuance  of  a  patent.  Publication  of  a  patent 
application  effectively  denies  the  apphcant  the  option  of  reliance  upon  trade  secret 
protection  under  state  laws  for  matters  contained  in  the  application. 

We  believe  that  an  applicant  should  be  given  the  opportunity  to  make  an 
informed  decision  to  abandon  (withdraw)  a  patent  application  before  it  is  published, 
so  that  the  opportunity  to  retain  trade  secret  protection  will  not  be  lost.   In  this 
context,  the  opportunity  to  make  an  informed  decision  means  that  the  applicant  must 
have  a  pretty  good  idea  whether  or  not  a  patent  is  likely  to  result  from  the 
application.  We  beUeve  that  the  best  way  to  put  the  applicant  in  such  a  position  is 
by  requiring  the  Patent  and  Trademark  Office  to  act  upon  the  application  and  to 
inform  the  applicant  of  its  action  sufficiently  in  advance  of  the  scheduled  publication 
date  (we  recommend  four  months  in  advance). 

Under  present  U.S.  law,  the  right  to  sue  for  infringement  of  a  patent  or  to 
demand  royalty  payments  for  use  of  the  patented  invention  does  not  attach  until  a 
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patent  is  issued.  The  Intellectual  Property  Law  Section  of  the  ABA  believes  that 
publication  of  patent  applications  in  advance  of  the  issuance  of  patents  must  be 
accompanied  by  a  grant  of  rights  to  the  applicant  to  obtain  compensation  from 
anyone  who  makes,  uses,  sells,  offers  for  sale,  or  imports  the  invention  between  the 
time  the  application  is  published  and  the  patent  is  issued.  In  the  patent  community, 
such  rights  are  known  as  "provisional  rights".  For  the  Intellectual  Property  Law 
Section,  establishing  such  rights  is  both  a  necessary  condition  for  supporting  early 
publication  and  an  additional  reason  for  doing  so,  the  latter  because  it  provides 
protection  for  inventors  where  none  exists  today. 

Patent  Term 

At  the  close  of  the  103rd  Congress,  the  Uruguay  Round  Agreements 
Act  (URAA)  was  enacted.  That  legislation  approved  various  trade  related 
multilateral  agreements,  including  the  TRIPs  agreement  relating  to  intellectual 
property.  The  URAA  also  provided  legislative  changes  needed  for  domestic 
implementation  of  the  URAA  and  U.S.  participation  in  the  World  Trade 
Organization  created  by  the  Uruguay  Round  Agreements. 

Until  the  enactment  of  section  532  of  the  URAA,  which  became  effective  on 
June  8  of  last  year,  the  term  of  utility  patents  granted  by  the  United  States  was  17 
years,  measured  from  the  date  of  issuance  by  the  U.S.  Patent  and  Trademark  Office. 
Section  532  changed  this  to  provide  a  patent  term  of  20  years,  which  would  still 
begin  on  date  of  issuance  but  would  be  measured  from  date  of  application  for  the 
patent  by  the  inventor.  As  is  readily  apparent,  the  net  effect  of  this  change  is  to 
provide  a  longer  term  of  patent  protection  for  patents  which  are  issued  less  than 
three  years  from  application,  and  a  shorter  term  for  those  which  are  pending  for 
more  than  three  years  from  application  to  issuance.  The  average  pendency  period  is 
about  19  months,  so  most  inventors  will  enjoy  longer  patent  protection  under  the 
change. 

When  this  change  was  being  considered  and  developed  by  the  Administration 
and  the  Congress  during  the  preparation  of  the  Uruguay  Round  Agreements  Act  in 
1994,  opponents  ofchanging  to  a  20  year  term  measured  from  filing  argued  that 
the  term  should  be  the  longer  of  17  years  from  issuance  or  20  years  from  filing. 
That  opposition,  led  by  Congressman  Rohrabacher,  did  not  prevail  in  the  URAA  as 
passed  by  the  Congress  and  signed  by  the  President,  but  it  reemerged  less  than  a 
month  later,  when  legislation  (H.R.  359)  to  provide  an  alternative  term  was 
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introduced  by  Congressman  Rohrabacher  on  the  opening  day  of  the  1 04th  Congress. 

Proponents  of  the  alternative  term  contained  in  H.R.  359  argue  that  the 
United  States  was  not  prohibited  by  the  Uruguay  Round  Agreements  from  amendmg 
our  patent  law  to  provide  such  a  choice,  and  that  our  treaty  obligation  was  only  to 
provide  a  term  of  not  less  than  20  years  measured  from  filing  date. 

This  is  true.  Article  33  of  the  TRIPs  agreement  provides  that,  in  each 
signatory  coimtry,  "The  term  of  [patent]  protection  available  shall  not  end  before  the 
expiration  of  a  period  of  twenty  years  counted  from  the  filing  date."  Thus,  an 
alternative  term  which  would  apply  only  if  it  resulted  in  a  term  greater  than  20  years 
from  filing  would  be  in  compliance  with  the  agreement. 

They  also  argue  that  section  532  of  the  URAA  therefore  represents  a 
sacrificing  of  the  interests  of  U.S.  inventors  to  the  benefit  of  foreign  interests 
Specifically,  they  assert  that  the  decision  to  make  this  change  was  not  one  made  on 
the  merits,  but  rather  as  a  resuh  of  a  frade-off  made  in  international  negotiations. 
The  argument  is  that  the  United  States  unwisely  "gave  up"  the  1 7  year  measured 
from  filing  in  order  to  obtain  Japan's  agreement  to  make  changes  in  its  patent  laws 
and  practices,  and  that  carrying  out  this  bad  bargain  was  the  only  reason  for  the 
change  in  our  law. 

This  is  not  accurate.  The  simple  truth  is  that  United  States  policy  makers  in 
both  the  executive  and  legislative  branches  of  government  made  a  determination  that 
it  was  in  the  best  interest  of  the  United  States  to  provide  a  patent  term  measured 
from  fihng  date. 

It  is  true  that  our  trade  negotiators  paired  our  decision  to  make  this  change 
with  concessions  on  the  part  of  our  trading  partners  to  make  changes  in  their  laws 
which  were  sought  by  and  beneficial  to  the  U.S.  inventor  community    However, 
such  a  linkage  is  illustrative  of  the  skill  of  our  negotiators,  not  of  their  lack  of 
commitment  and  resolve  to  pursue  and  protect  U.S.  interests.  If  our  patent  term 
measured  from  filing  was  in  fact  "fraded  away",  what  our  negotiators  managed  to 
do  was  to  trade  a  change  in  our  law  which  is  beneficial  to  U.S.  interests  for  changes 
in  another  country's  law  which  are  also  beneficial  to  U.S.  interests  I  call  that  a 
pretty  good  deal. 

Let  me  move  on  from  how  this  change  came  about  to  why  it  was  made,  and 
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why  it  is  a  good  change. 

A  number  of  factors  support  the  decision  to  move  to  a  more  definitive  patent 
term  measured  from  filing.  One  of  the  most  important  is  the  need  to  provide 
certainty  and  predictabiHty  in  our  patent  system.  That  system  must  be  one  which 
identifies  and  rewards  those  responsible  for  inventive  innovation.  Moreover,  it  must 
do  so  at  the  earhest  possible  time,  and  the  rewards  must  be  clearly  and  consistently 
allocated.  Such  predictability  benefits  everyone  except  a  small  minority  who 
manipulate  flaws  in  the  system  to  their  own  benefit  and  to  the  detnment  of  all 
others.  Predictability  benefits  inventors  in  deciding  where  to  direct  their  inventive 
efforts;  it  benefits  research  and  development  planners  in  formulating  their  agendas; 
it  benefits  investors  and  businesses  in  determining  how  best  to  invest  their  resources 
and  efforts. 

These  objectives  are  not  well  served  by  a  patent  tenn  measured  from  the  date 
a  patent  is  issued.  They  might  be  if  all  benefits  of  a  patent  attached  at  the  time  a 
patent  is  issued,  but  that  is  not  how  the  system  works. 

Patent  rights  vest  on  the  date  a  patent  is  issued.  Suits  for  damages  for  patent 
infringement  may  not  be  brought  before  that  date,  nor  for  activity  that  took  place 
prior  to  that  date.  However,  substantial  benefits  effectively  attach  much  earlier  in 
the  patenting  process. 

The  filing  of  a  patent  application  establishes  priority  over  other  applications 
filed  later,  and  gives  the  applicant  a  leg  up  over  those  filing  later.  Inventors  are 
frequently  able  to  obtain  venture  capital  based  on  a  pending  application,  and  even 
able  to  negotiate  licensing  agreements  and  obtain  royalties  for  use  of  the  not-yet- 
patented  invention. 

There's  nothing  wrong  with  this~so  far.  However,  the  combination  of 
benefits  effectively  beginning  before  a  patent  issues  with  formal  legal  rights  which 
only  begin  when  the  patent  issues  and  which  continue  until  a  fixed  time  after 
issuance  is  a  problem.  This  combination  presents  a  seductive  lure  to  patent 
appUcants  and  their  lawyers  to  manipulate  the  system  to  unfair  advantage. 

The  phenomenon  known  as  the  "submarine  patent"  is  the  most  notable 
manifestation  of  such  manipulation.  The  submarine  patent  is  aptly  named,  because 
it  refers  to  a  patent  which  results  from  an  application  which  remains  hidden  or 
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"underwater"  in  the  Patent  and  Trademark  Office  for  years  or  even  decades,  and 
later  surfaces  as  an  issued  patent,  often  after  others  have  developed  an  industry 
covered  by  claims  of  the  patent. 

Feeling  secure  that  his  application  establishes  his  place  as  the  first  in  the  line, 
the  submariner  proceeds  to  delay  as  long  as  possible  the  issuance  of  his  patent  or 
patents.  This  is  easy  to  do  and  very  difficult  to  prevent  or  combat.  Multiple  patent 
apphcations  can  be  combined  in  a  single  application,  knowing  that  the  Patent  and 
Trademark  Office  will  require  them  to  be  broken  up  into  individual  applications 
This  can  cause  delays  of  months  or  even  years,  and  the  new  applications  are  all 
entitled  to  the  priority  date  of  the  original  application.  Response  to  each 
communication  from  the  Office  actions  can  be  delayed  under  the  last  day  permitted 
by  law,  eating  up  substantial  periods  of  time.  Moreover,  pendency  of  an  application 
can  effectively  be  extended  for  years  through  refiling  of  the  application  under  a 
"continuation"  process  permitted  by  law.  With  the  end  of  patent  protection 
determined  by  the  date  the  patent  issues,  each  such  delay  pushes  further  out  in  time 
that  termination  date. 

Not  only  does  the  practice  of  submarine  patenting  unfairly  expand  the 
diu"ation  of  patent  protection;  it  can  also  unfairly  expand  its  scope.  This  process 
begins  with  the  filing  of  broad  conceptual  claims  in  an  initial  application  filed  during 
the  incipient  stages  of  development  of  a  new  teclinology  or  even  an  entire  new 
industry,  thereby  estabUshing  an  often  tenuous  claim  to  priority  of  the  applicant. 
Later,  amended  or  additional  claims  are  filed  by  the  original  applicants  to 
encompass  concrete  iimovations  subsequently  developed  by  others.  Such 
manipulation  of  the  application  review  process  not  only  can  extend  the  term  of  the 
patent  imjustifiably  but,  even  worse,  allows  potential  domination  of  whole  industries 
by  applicants  who  are  not  the  real  innovators. 

Add  to  this  potential  for  manipulation  of  the  patent  application  the  fact  that 
patent  apphcations  are  held  in  secret  in  the  PTO  until  they  are  issued  and  we  have  a 
recipe  for  real  disaster.  Not  only  are  true  inventors  subject  to  having  their 
inventions  successfiilly  dominated  by  someone  who  earlier  filed  a  broad, 
imperfected  conceptual  disclosure,  but  the  true  inventor  cannot  even  discover  if  such 
a  previous  disclosure  has  been  made  so  that  protective  action  can  be  taken  or 
energies  diverted  to  other  endeavors. 

Expanding  the  term  and  scope  of  patents  beyond  what  is  fair  and  appropriate 
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is  not  only  unfair  to  other  inventors  and  patent  consumers,  but  is  also  detrimental  to 
the  development  of  technology  overall  and  to  the  competitive  posture  of  the  United 
States  in  the  world  economy. 

Patents,  particularly  a  combination  of  patents  which  dominates  a  particular 
industry  or  market  as  submarine  patents  often  do,  tend  to  freeze  or  impede  fiarther 
technological  development  in  that  field  until  the  patents  expire  and  competition  is 
free  to  enter.  It  is  worth  noting  that  with  patents  on  the  same  inventions  having 
earUer  expiration  dates  in  foreign  countries  than  in  the  United  States,  this  brake  on 
new  technological  development  provided  by  uru-easonably  prolonged  patent 
protection  can  only  have  damaging  consequences  for  U.S.  businesses,  both  large 
and  small. 

Proponents  of  H.R.  359  argue  that  abuses  of  the  system  such  as  those  I  have 
just  described  are  extremely  rare,  and  do  not  present  a  substantial  problem.  As 
support  for  this  argument,  they  point  to  a  study  conducted  by  the  Patent  and 
Trademark  Office  last  year  of  627  patents  after  delays  of  at  least  20  years  from 
initial  application.  They  accurately  note  that  in  a  majority  of  these  cases, 
govenunent  secrecy  orders  were  the  cause  of  delay,  not  manipulative  practices  by 
the  applicant. 

A  couple  of  points  in  this  regard  are  worth  noting.  One  is  that  this  study  only 
looked  at  patents  delayed  more  than  20  years.  It  does  not  take  a  delay  of  20  years 
to  produce  disruptive  and  detrimental  effects  when  manipulatively  submarine 
patenting  practices  are  successful.  It  also  does  not  take  thousands  or  hundreds  of 
instances  of  such  manipulation  to  distort  and  damage  an  entire  field  of  technology, 
and  for  a  substantial  period  of  time. 

These  practices  are  taking  place,  and  they  are  taking  place  more  or  less 
routinely.  They  are  generally  considered  to  be  perfectly  legal.  Indeed,  this  being  the 
case,  many  believe  that  lawyers  have  a  duty  to  their  clients  in  such  matters  to  utilize 
these  tactics  if  it  increases  benefit  to  the  client. 

In  this  regard,  the  testimony  of  one  small  businessman  before  the 
Subcommittee  on  Courts  and  hitellectual  Property  of  the  House  Comminee  on  the 
Judiciary  last  year  is  particularly  illuminating.  Bill  Budinger,  who  feels  strongly  that 
H.R.  359  is  not  in  the  best  interest  of  small  business,  nonetheless  described  how  his 
company  would  utilize  it  if  it  is  enacted: 
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"My  own  company  provides  another  example.  We  have  just  made  a  major 
breakthrough  in  semiconductor  processing  technology.  If  we  are  right,  our  invention 
will  improve  semiconductor  processing  so  much  so 

that  companies  who  do  not  use  it  will  have  trouble  competing.  Our  breakthrough  is 
really  a  cluster  of  inventions  that  will  most  likely  be  broken  up  into  many  different 
patents.  We  have  filed  the  breakthrough  as  one  large  single  patent-just  in  case 
H.R.  359  passes.  If  H.R.  359  does  not  pass,  all  those  patents  will  expire  in  20 
years.  If  H.R.  359  does  pass,  we  would  be  crazy  not  to  do  the  smart  thing    We 
should  drag  out  examination  of  each  patent,  making  sure  that  the  most  important 
patent  is  examined  last.  With  just  average  skill,  we  should  be  able  to  keep  that  last 
patent  fi-om  issuing  for  another  10  or  15  years.  Then  when  it  issues  we'll  get 
another  17  years  of  protection.  In  this  way,  we  should  be  able  to  dominate 
semiconductor  processing  for  the  next  30  years  or  so.  This  will  be  nice  for  us,  but 
not  so  nice  for  industry,  expecially  since  there  will  be  thousands  of  other  patentees 
doing  the  same  thing  with  their  patents.  (And  by  the  way,  if  you  ask  us,  we'll  all  tell 
you  that  we  are  examples  of  how  difficult  it  is  to  get  a  breakthrough  application 
speedily  issued.)  Indeed  what  I  have  just  described  is  precisely  what  happened 
under  our  pre-GATT  system  and  why  most  knowledgable  people  wanted  it 
changed." 

Rejection  of  H.R.  359  and  retention  of  the  URAA  patent  tenn  measured  trom 
filing,  combined  with  publication  of  patent  applications  1 8  months  after  filing,  as 
called  for  in  H.R.  1733,  will  go  a  long  way  toward  curbing  those  abuses. 

H.R.  1733  also  contains  patent  term  extension  provisions  which  are  designed 
to  address  any  inequities  which  might  occur  due  to  delayed  issuance  of  patents 
under  a  term  measured  from  filing.  It  is  true  that  when  patent  term  is  measured  from 
filing  date,  delay  in  the  issuance  of  a  patent  is  very  costly  to  the  applicant    Every 
day  of  delay  reduces  the  term  of  patent  protection,  something  that  does  not  happen 
when  patent  term  is  measured  from  issuance.  The  vast  majority  of  inventors  will 
still  come  out  ahead,  since  their  patents  will  be  issued  well  before  the  expiration  of 
three  years  from  application. 

However,  there  is  no  doubt  that  there  will  be  situations  in  which,  through  no 
fault  of  the  apphcant,  processing  is  unreasonably  delayed  and  drags  out  beyond  the 
three  year  point  where  the  application  becomes  a  net  loser  under  the  change  made  in 
the  URAA.  An  obvious  example  of  this  would  be  if  the  PTO  negligently  lost  an 
application  and  failed  to  process  it. 
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H.R.  1733,  and  section  8  of  that  bill  in  particular,  is  designed  to  address  such 
circumstances.  The  URAA  already  provides  for  some  such  extensions,  such  as 
when  a  government  secrecy  order  delays  the  issuance  of  a  patent,  or  when  an 
applicant  loses  valuable  patent  protection  while  successfully  appealing  a  Patent  and 
Trademark  Office  decision  against  patentability.  H.R.  1733  would  increase  the 
maximum  term  of  such  extensions,  as  well  as  to  authorize  patent  term  extension  in 
circumstances  in  which  there  has  been  "unusual  administrative  delay  by  the  Office 
in  issuing  a  patent." 

We  believe  that  case  by  case  patent  extension  for  delays  in  the  patent  review 
process  is  a  superior  solution  to  that  called  for  in  H.R.  359  for  those  rare 
circumstances  in  which  unfair  results  occur  under  a  patent  term  measured  from 
filing.  Unlike  H.R.  359,  H.R.  1733  provides  relief  without  throwing  out  all  the 
benefits  of  a  term  measured  from  filing,  and  opening  the  flood  gates  again  to  an 
invasion  of  submarine  patents. 
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Introduction 

I  am  honored  to  have  the  opportunity  to  address  a  matter  today  that  is  of  grave 
concem  to  my  company,  and  to  our  industry.  I  am  here  as  a  representative  for  my 
employer,  Molecular  Biosystems,  Inc.,  which  is  a  representative  example  of  the  biotech 
small  business  community.  Companies  like  Molecular  Biosystems  play  an  increasing  role 
in  the  economy  of  their  home  states  and  of  the  nation.  But  the  biomedical/biotech  industry 
is  struggling  to  survive  in  our  country.  The  United  States  is  currently  the  worldwide  leader 
in  this  field.  We  have  the  ability  to  produce  the  most  innovative  technologies  resulting  in 
the  greatest  medical  advances  ever  imagined.  Yet,  our  biggest  fear  is  that  our  companies 
will  not  realize  the  longevity  needed  to  accomplish  these  achievements.  No  biotech 
conference  is  complete  without  seminars  on  patent  matters,  regulatory  issues  and 
investment  concerns.  These  three  areas  provide  more  setbacks  to  the  scientific  process 
than  anything  that  occurs  in  the  laboratory.  Recent  changes  to  the  patent  system  have 
created  yet  additional  hurdles  for  our  industry.  The  uncertain  and  potentially  shortened 
patent  term  not  only  weakens  the  U.S.  patent  system,  but  provides  further  difficulties  for 
companies  trying  to  acquire  the  essential  capital  necessary  for  our  operations. 

Nothing  has  had  a  more  profound  effect  on  patent  practice  than  the  sweeping 
changes  that  were  implemented  by  GATT.  These  changes  have  altered  the  strategies 
commonly  used  by  patent  practitioners  throughout  their  entire  careers.  The  resulting 
litigation  that  will  result  from  new  legislative  ambiguities  will  surely  require  decades  of  case 
law  to  untangle. 

From  the  time  GATT  passed,  through  the  day  it  became  effective,  patent  attorneys 
and  agents  worked  feverishly  to  file  as  many  patent  applications  as  possible.  For  those  six 
months,  every  workday  was  lengthened  and  each  weekend  was  spent  at  the  office.  That 
fateful  deadline,  June  8,  1995,  will  remain  emblazoned  in  our  memories  forever.  Our 
company,  like  most  others,  filed  four  times  as  many  new  patent  applications  as  normally 
would  have  been  filed  in  that  same  time  frame.  And  we  were  not  alone.  On  June  7,  as 
patent  attorneys  and  agents  across  the  country  lined  up  at  post  offices  just  prior  to 
midnight,  many  wheeling  their  applications  in  wagons  and  carts,  there  was  but  one  common 
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goal  -  to  get  a  postmatk  (filing  date)  before  June  8,  1995.  Why  did  patent  practitioners 
behave  in  such  a  widespread,  radical  manner?  What  could  possibly  have  created  enough 
fear  to  make  them  go  to  such  lengths?  The  answer  is  quite  simple.  NO  MORE  1 7  YEAR 
TERM. 


24-403  -  96  -  3 
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H.R.  359 

H.R.  359  seeks  to  accomplish  two  goals.  The  first,  is  the  restoration  of  the  fixed,  17 
year  patent  term,  measured  from  the  date  of  grant,  that  we  have  traditionally  relied  upon  to 
keep  our  patent  system  strong.  This  was  eliminated  by  the  implementation  of  GATT, 
although  it  was  not  a  requirement  of  the  agreement.  The  second  provision  addresses  the 
problem  of  "submarine  patents,"  which  appears  to  be  the  primary  drawback  to  the  17  year 
term. 

Patent  Term 

For  205  years,  the  term  of  a  U.S.  patent  has  been  a  constant,  measured  from  the 
date  of  grant  of  the  patent.  Under  the  new  GATT  provisions,  the  term  is  now  a  variable 
determined  by  a  number  of  factors,  most  of  which  are  outside  of  the  control  of  the  inventor 
or  representing  attomey.  The  new  term  is  measured  not  from  the  date  of  grant,  but  from 
the  date  that  the  invention  was  first  filed.  Therefore,  the  length  of  prosecution  will  be  the 
greatest  factor  having  a  direct  result  on  the  ultimate  term  of  the  patent.  As  can  be 
appreciated,  this  factor  will  depend  upon  the  competency,  efficiency  and  good  will  of  all 
USPTO  employees.  Any  examination  process  that  takes  longer  than  3  years  will  result  in  a 
patent  term  that  is  shorter  than  the  1 7  year  term,  as  would  have  been  granted  under  the  old 
system.  The  U.S.  patent  system  was  established  to  promote  the  arts  and  sciences  by 
creating  a  reward,  in  the  form  of  a  patent,  as  incentive  for  inventors  to  disclose  their 
discoveries.  In  fact,  inventors  are  now  punished  rather  than  rewarded  for  introducing 
innovations.  Under  the  new  system,  an  increase  in  the  number  of  patent  applications  that 
are  filed  leads  to  longer  examination  delays,  and  ultimately  to  shortened  patent  tenns. 

Although  various  measures  have  t>een  taken  at  the  USPTO  to  improve  the 
examination  process,  it  remains  that  each  case  is  treated  on  an  individual  basis.  While  one 
case  may  involve  a  relatively  simple  process  improvement  and  be  examined  by  an 
experienced  and  effective  examiner,  another  case  may  involve  complex,   pioneering 


technology  and  be  assigned  to  a  novice  or  less  efficient  examiner.  It  is  often  the  most  novel 
and  pioneering  inventions  that  require  greatly  extended  examination.  In  this  case,  under 
the  new  provision,  the  two  resulting  patents  would  have  very  different  terms.  The 
pioneering  patent  would  receive  the  shorter  term!  This  is  not  fair.  We  need  a  system  in 
which  all  patent  terms  are  on  equal  ground. 

As  a  former  patent  examiner,  I  am  acutely  aware  of  just  how  arbitrary  the 
examination  process  can  be.  At  the  examination  level,  it  is  unclear  to  the  examiner  which 
patents  will  develop  into  the  next  generation's  wonder  drug,  as  opposed  to  those  that  are 
merely  defensive  in  nature.  A  patent  covering  a  remarkable  new  cure  could  be  subject  to  a 
reduction  in  term  simply  as  the  result  of,  for  example,  an  examiner  picking  up  a  different 
case  that  seemed  easier  to  work  on  at  the  time.  Term  will  also  be  affected  by  ari  examiner 
simply  maintaining  his  rejection  one  more  time  in  order  to  get  more  information  entered  into 
the  record  before  allowance.  A  delay  such  as  this,  which  may  result  in  a  term  shortened 
only  by  a  few  months,  could  end  up  costing  the  company  millions  of  dollars  in  revenue  over 
that  period  of  time.  The  possible  delays  that  could  be  imposed  and  justified  by  the  USPTO 
are  numerous.  Under  the  new  provision,  we  are  subjected  to  the  inconsistencies  of  the 
USPTO.  This  is  not  the  way  the  ultimate  term  of  a  patent  should  be  determined. 

The  Patent  Office  has  vehemently  stated  that  most  patents  will  enjoy  longer  terms 
under  the  new  system.  The  fact  that  an  avalanche  of  applications  was  filed  prior  to  the 
effective  date  of  the  new  provisions  should  lead  one  to  believe  that  the  patent  practitioners 
and  inventors  have  done  their  own  assessment  and  have  reached  a  different  conclusion.  If 
we  tnjiy  believed  that  all  patent  applications  could  be  prosecuted  in  under  3  years,  the  race 
to  file  applications  would  have  been  nonexistent. 

The  USPTO  estimates  that  the  average  pendency  for  applications  is  about  19 
nnonths.  Thus,  under  the  new  system,  the  resulting  patent  would  have  a  tenn  of  18  plus 
years.  Unfortunately,  there  are  flaws  in  this  estimate.  First,  the  estimate  is  based  upon  the 
length  of  time  required  for  a  case  to  be  completed  by  either  an  allowance  or  an 
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abandonment.  What  is  not  considered  is  the  fact  that  most  applications  require  several 
such  cases  to  result  in  any  type  of  patent  protection.  Several  years  ago,  the  USPTO 
implemented  "compact  prosecution"  in  order  to  speed  up  the  process  of  examination. 
Typically,  this  results  in  two  rejections  per  case.  The  initial  rejection  is  made,  and  after  a 
response  from  the  applicant,  the  case  is  allowed  or  the  rejection  is  made  final.  At  this  point, 
if  the  rejection  was  maintained,  the  applicant  has  two  choices.  The  first  choice  is  to 
abandon  the  application  in  favor  of  filing  a  continuation  application  in  order  to  continue  the 
examination  process.  Often,  the  examiner  can  be  convinced  of  the  worthiness  of  the 
invention  by  these  further  communications  and  would  have  otherwise  allowed  the  original 
application,  if  not  for  the  compact  prosecution  requirements.  The  other  choice  is  to  file  an 
appeal.  This  is  a  costly  and  lengthy  process.  Needless  to  say,  most  practitioners  choose 
the  first  option  several  times  before  resorting  to  the  second.  As  is  readily  apparent,  the 
filing  of  even  one  continuation  application  under  the  new  system,  using  the  average  that 
has  been  provided  by  the  USPTO,  results  in  a  patent  terni  that  is  shorter  than  the  old  1 7 
year  temri.  Often,  it  takes  several  such  continuations  to  result  in  allowed  claims. 

But  there  is  another  flaw  in  this  estimate  that  is  even  more  disturbing.  That  is, 
biotech  patent  applications  take  significantly  longer  to  get  through  examination  than  do 
those  in  any  other  field.  I  have  had  colleagues  tell  me  they  have  biotech  applications 
pending  for  10  years  or  more.  My  company  also  falls  into  this  category.  Under  the  new 
system,  the  patent  term  would  be  greatly  decreased  as  a  result  of  a  term  measured  from 
the  date  of  filing.  Thus,  the  average  patent  terni  under  the  new  system  will  be  significantly 
shorter  for  one  industry  than  for  others.  But  biotech  products  also  take  the  longest  amount 
of  time  to  achieve  regulatory  approval,  and  they  cost  the  most  to  develop.  Their  value 
increases  near  the  end  of  the  patent,  as  opposed  to  industries  where  the  product  is 
obsolete  and  abandoned  in  just  few  years  (ie.  the  computer  industry).  Given  these  factors, 
the  biotech  industry,  as  a  whole,  has  just  been  dealt  a  fatal  blow  by  the  provisions  in  GATT. 
It  seems  unjust  that  one  particular  industry  be  so  adversely  affected  by  the  new 
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regulations.  More  particularly,  it  is  appalling  that  our  government  could  do  this  to  an 
industry  in  which  the  U.S.  has  a  clear  advantage  over  the  rest  of  the  world.  Regardless  of 
what  the  averages  are,  or  appear  to  be,  all  patents  deserve  to  have  equal  protection.  This 
can  be  achieved  through  provisions  which  guarantee  the  term  of  patents. 

The  dual  term  also  benefits  the  small  businesses  and  nonprofit  research 
organizations  who  lack  the  capacity  to  develop  their  new  technologies  rapidly.  Their  patent 
applications  often  contain  the  most  embryonic  research.  When  the  term  of  a  patent  is 
measured  from  the  grant  date,  subsequent  improvements  to  the  core  technology  will  not  be 
diminished  simply  because  the  initial  patent  was  filed  several  years  before.  Furthermore, 
these  types  of  institutions  often  need  to  form  partnerships  with  larger  companies  who  will 
finance  their  later  and  most  expensive  phases  of  development.  This  cannot  be  achieved 
until  the  product  is  partially  developed,  and  patent  coverage  is  secure.  Likewise,  a 
shortened  patent  term  will  undoubtedly  result  in  higher  product  prices,  as  companies  try  to 
recoup  their  investment  over  a  shorter  period  of  time. 

Another  way  in  which  the  dual  term  benefits  companies  is  that  securities  markets 
can  more  easily  assign  value  to  a  company's  intellectual  property.  This  is  especially 
important  in  the  biotech  industry.  Over  the  past  few  years,  investors  have  tumed  away  from 
biotech  for  a  number  of  reasons.  For  the  most  part,  many  were  scared  off  by  the  inevitable 
failures  that  result  from  the  spawning  of  any  new  technology.  Others  did  not  realize  the 
delays  on  their  return  that  would  result  from  the  regulatory  approval  process.  For  those 
investors  who  may  still  be  considering  the  biotech  industry,  finding  out  that  there  is  no  way 
to  detennine  the  patent  term,  but  that  it  will  probably  be  shorter  than  it  used  to  be,  is 
devastating  for  investor  relations. 

An  additional  way  the  dual  term  benefits  the  U.S.  is  that  Americans  are  traditionally 
credited  with  pioneering  technologies,  while  foreign  companies  excel  at  the  improvements 
thereon.  It  is  easy  to  see  that  any  decrease  in  length  of  the  initial  paterrt  opens  the  door  to 
earlier  foreign  improvements.   When  the  patent  term  is  shortened  in  any  way,  the  bottom 
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line  is  that  there  will  be  less  money  for  American  inventors  and  more  money  for  foreign 
ones.  An  American  is  partially  robbed  of  the  benefits  that  would  have  been  awarded  to  the 
inventor  of  a  core  technology  under  the  pre-GATT  patent  system.  As  a  result,  there  will  be 
less  incentive  for  American  inventors  to  forge  ahead  and  develop  the  many  revolutionary 
technologies  that  have  made  this  country  the  worid  leader  in  biotechnology. 


Publication 

In  the  United  States,  patent  applications  have  traditionally  been  maintained  as 
secret  until  they  grant.  This  stems  from  the  provision  in  the  Constitution  whereby  an 
inventor  receives  a  patent  as  a  reward  for  disclosing  his  discoveries  to  the  public.  It  follows 
that  if,  for  some  reason,  a  patent  could  not  be  allowed,  the  inventor  should  have  the  right  to 
keep  information  private,  rather  than  make  it  available  for  public  use.  Other  countries 
provide  for  pre-grant  publication  of  applications.  Although  patent  harmonization  continues 
to  be  a  hot  issue,  we  should  not  change  our  current  system  merely  for  the  sake  of 
harmonization.  There  are  both  benefits  and  detriments  to  any  pre-grant  publication 
provision.  I  have  talked  to  many  people  regarding  this  subject,  and  I  conducted  my  own 
(very)  informal  survey.  I  found  that  while  there  is  an  overwhelming  consensus  in  favor  of 
the  patent  term  restoration,  the  views  regarding  publication  are  very  mixed.  Many  are  not  in 
favor  of  any  type  of  publication.  This  may  be  attributed  to  a  basic  resistance  to  any  change. 
Yet,  most  agree  that,  shogld  publication  be  required  in  order  to  combat  the  submarine 
patent  issue,  the  preferred  rnfethod  would  be  publication  of  continuing  applications  at  the  60 
month  mari<. 

The  second  provision  in  H.R.  359  provides  for  publication  of  continuing  applications 
which  claim  the  benefit  of  parent  cases  which  were  filed  more  than  60  months  prior.  These 
applications  generally  result  in  three  different  instances.  The  first  involves  refiling  the 
original  application  in  order  to  continue  prosecution  rather  than  proceeding  to  appeal. 
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These  are  referred  to  as  "continuations."  The  second  occasion  results  from  a  USPTO 
imposed  restriction  requirement.  This  requirement  divides  an  original  application  into  two 
or  more  distinct  inventions.  In  order  to  obtain  patent  coverage  on  everything  that  was 
originally  filed,  subsequent  "divisional"  applications  must  be  filed  with  the  pieces  of  the 
application  that  were  separated  from  the  original.  The  last  type  of  continuing  application 
results  from  improvements  or  other  additions  which  have  been  combined  with  a  previously 
filed  applications.  These  are  termed  "continuation-in-part"  applications. 

There  have  been  a  few  occasions  whereby  an  inventor  deliberately  filed 
continuation  applications  rather  than  giving  the  examiner  the  opportunity  to  allow  his  case. 
This  was  done  in  order  to  allow  the  particular  industry  to  build  up  and  begin  using  the 
invention  so  that  when  it  granted,  it  took  everyone  by  surprise.  Corporations  already  using 
the  technology  owed  the  patentee  an  automatic  royalty.  This  late-issuing  patent  has  come 
to  be  known  as  a  "submarine." 

A  few  practitioners  contend  that  this  is  a  significant  problem  within  the  system.  I 
have  worked  on  both  sides  of  the  USPTO  and  am  confident  that,  although  none  of  us  wish 
to  experience  the  effects  of  a  submarine  patent,  few  people  believe  it  to  be  a  serious 
obstacle.  Many  have  related  to  me  that  they  have  not  experienced  a  submarine  patent. 
Neither  have  I.  My  company  has  several  applications  pending  that  were  filed  10-14  years 
ago.  In  the  mid-eighties,  Molecular  Biosystems  shifted  direction  and  began  to  pursue 
unrelated  technologies.  I  have  not  purposely  created  a  submarine  patent  situation.  In  fact, 
I  would  prefer  to  clear  my  docket  of  these  applications  dealing  with  a  technology  that  we  do 
not  intend  to  pursue.  Many  who  contacted  me  related  similar  stories.  I  have  no  personal 
knowledge  of  any  patent  practitioner  who  would  intentionally  delay  patent  prosecution. 
Practitioners  with  whom  I  am  acquainted  are  doing  everything  possible  to  get  their 
applications  allowed!  This  is  especially  true  for  those  companies  needing  to  form  strategic 
alliances  with  investors.    This  concems  the  majority  of  biotech  companies.    It  is  more 


difficult  to  arrange  funding  for  technology  that  is  patent  pending  rather  than  having  a  solid 
patent  portfolio  with  which  to  bargain. 

It  is  estimated  there  cun-ently  exists  approximately  670  pending  applications  in  the 
USPTO  greater  than  20  years  old.  Granting  all  of  them  would  still  represent  a  small 
percentage  of  the  5  million  plus  patents  granted  to  date.  Approximately  35  submarines 
have  actually  surfaced.  Many  of  the  potential  submarine  patents  have  acquired  long-term 
pending  status  because  of  government  imposed  secrecy  orders.  Still  others  have  been 
diligently  prosecuted  during  the  entire  length  of  time.  Some  applications  require  a  long 
time  to  fully  examine.  Many  such  applications  have  foreign  counterparts  filed  and 
published  in  other  countries.  In  these  cases,  it  is  difficult  to  believe  that  they  have  acquired 
true  submarine  status. 

However,  only  a  few  bad  situations  can  spoil  the  system.  A  remedy  to  this  situation 
would  allow  for  the  publication  of  continuing  applications  based  upon  parents  filed  at  least 
60  months  prior,  thus  permitting  industry  to  get  an  indication  of  the  vessel  before  it 
surfaces.  The  potential  users  of  the  technology  could  take  various  precautions  avoiding 
exposure  to  infringement.  Earlier  (18  nrxjnth)  publication  of  all  original  applications  is 
detrimental  to  the  inventor.  This  would  cause  automatic  dedication  to  the  public  of  any 
technology  not  resulting  in  a  patent  and  would  eliminate  the  practice  of  the  inventor 
exercising  the  option  to  withdraw  the  applications  and  maintain  their  secrecy.  Publishing 
only  continuing  applications  allows  the  inventor  the  benefit  of  some  prosecution  of  the 
applications,  thus  indicating  to  him  what  obstacles  need  to  be  overcome  in  order  to  obtain  a 
patent.  Publication  at  the  18  month  period  would  not  allow  the  applicant  the  benefit  of  an 
educated  decision.  Although  it  may  happen  infrequently,  I  have  filed  applications  that  did 
not  receive  a  First  Office  Action  until  well  after  18  months.  Publication  without  that  benefit 
would  be  unfair  to  inventors. 

Of  course,  early  publication  following  a  First  Office  Action  on  the  merits  of  the  case 
would  be  much  nnore  fair.   In  this  situation,  the  USPTO  would  need  to  guarantee  that  the 


inventor  be  afforded  the  opportunity  of  having  a  First  Office  Action  well  before  the 
publication  date.  Other  problems  could  arise  in  situations  where  a  second,  non-final  Office 
Action  is  issued  after  the  publication  of  the  application,  introducing  a  new  ground  of 
rejection  which  the  inventor  did  not  have  the  opportunity  to  previously  consider. 

The  fear  of  publication  without  any  corresponding  benefit  may  drive  a  great  deal  of 
technology  underground.  Some  inventors  may  opt  to  maintain  trade  secrets  rather  than  file 
patent  applications.  Or,  since  we  still  operate  under  a  "first  to  invent  system",  the  applicant 
may  try  to  somewhat  delay  filing  the  application.  This  would  be  contrary  to  the  purpose  of 
the  patent  system.  Publishing  only  continuing  applications  at  the  60  month  period  would 
allow  the  inventor  to  feel  more  comfortable  knowing  that  there  exists  an  opportunity  for 
some  prosecution  and  sufficient  time  to  withdraw  the  application. 

Automatic  publication  of  all  applications  at  18  months  would  hurt  the  small  inventor 
the  most.  It  would  allow  large  companies  to  institute  lengthy  and  costly  interference 
proceedings.  Many  small  inventors  would  simply  lack  the  resources  to  fight  back.  This  is  a 
strategy  that  is  routinely  used  against  my  company.  It  would  also  create  publication  of 
technology  that  may  not  have  been  foreign-filed  due  to  the  extremely  high  cost.  If  the 
invention  was  not  able  to  be  patented,  the  inventor  would  automatically  forfeit  technology 
that  could  have  othenwise  been  maintained  as  a  worldwide  trade  secret. 

Early  publication  further  hurts  the  American  inventor  by  allowing  foreign  companies 
to  begin  working  on  improvements  to  the  technology  at  a  much  earlier  stage.  This  is  most 
true  for  technologies  with  a  notoriously  long  prosecution  process,  as  is  the  case  in  the 
biotechnology  arena.  Foreign  competitors  who  have  access  to  the  information  through 
early  publication  may  have  a  second  generation  product  developed  by  the  time  the  patent 
issues  on  the  core  technology.  Once  again,  the  American  inventor  would  be  harmed  by  the 
very  system  that  was  originally  provided  for  in  our  Constitution  to  afford  a  benefit  to  him. 

One  additional  benefit  of  publishing  only  continuing  applications  at  the  60  month 
period  is  there  will  be  fewer  applications  requiring  publication.  Many  applications  will  have 
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either  granted  or  been  withdrawn  by  that  tinne.  It  also  avoids  wasteful  publication  of  swiftly 
examined  applications  that  are  due  to  grant  and  re-published  soon  after  the  18  month  mark. 
Therefore,  it  will  be  less  expensive  and  easier  to  administer  publication  by  the  provisions 
set  forth  in  H.R.  359. 

H.R. 1733 

It  should  be  noted  that  another  bill,  H.R.  1733,  proposes  the  early  publication  of  all 
applications  based  upon  the  18  month  time  period.  Some  of  the  problems  associated  with 
early,  automatic  publication  have  been  noted  above.  However,  there  are  certain  other 
provisions  in  the  1 733  bill  wtiich  are  additionally  detrimental  to  our  patent  system. 

Proposed  section  1 22(b)(1)  grants  too  much  power  to  the  Commissioner.  There  are 
few  areas  where  no  appeal  process  is  allowed.  This  would  create  a  new  one.  The 
Commissioner  should  not  transformed  into  an  autonomous  entity.  Rather,  the  patent 
system  should  function  to  protect  and  serve  the  inventor,  especially  in  situations  where 
there  may  be  opportunity  for  abuse  of  authority  or  where  there  could  be  a  question  as  to  the 
propriety  of  a  decision  affecting  the  rights  of  the  inventor. 

Proposed  section  122(b)(2)  appears  to  authorize  delay  of  publication  in  cases  in 
which  a  first  rejection  has  not  been  issued  until  3  months  after  such  rejection.  The 
applicant  is  required  to  certify  that  the  application  has  not,  nor  will  be  foreign  filed.  This 
goes  against  public  policy.  It  is  improper  for  the  USPTO  to  bargain  away  an  inventor's  right 
to  file  for  protection  of  technology  in  foreign  countries.  This  is  even  more  problematic  in 
that  it  is  only  available  for  the  small  inventor.  It  is  difficult  to  determine  if  this  provision  is  set 
up  to  favor  or  to  discriminate  against  the  small  inventor.  In  either  situation,  there  would  no 
longer  be  equal  protection  for  all  inventors.  For  this  reason,  alone,  this  provision  should  be 
rejected. 

Proposed  section  154(d)  should  not  limit  reasonable  royalty  rates  to  cases  only 
where  the  invention  claimed  in  the  patent  is  identical  to  the  invention  claimed  in  the  original 
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published  application.  Patent  practitioners  agree  that  those  patents  claims  are  virtually 
non-existent.  Almost  every  response  made  to  a  USPTO  rejection  involves  an  amendment 
to  the  claims.  It  has  been  offered  that  the  inventor  could  send  out  notice  letters  each  time 
the  claims  are  amended.  That  is  an  excessive  burden  to  place  on  the  inventor. 
Reasonable  royalty  must  be  determined  in  some  other  fashion  for  it  to  be  available  at  all  to 
the  patentee. 

Finally,  if  early  publication  were  to  exist,  there  needs  to  be  a  commensurate 
prohibition  against  public  use  proceedings.  Without  such  prohibition,  there  would  be  a  high 
percentage  of  public  use  proceedings  filed  by  well-financed  competitors,  effectively  creating 
a  pre-grant  opposition  system.  USPTO  examiners  are  ill-equipped  to  deal  with  such 
matters,  which  should  be  left  to  validity  challenges  in  the  Federal  District  Courts.  The  U.S. 
has  strongly  opposed  stipulations  to  initiate  a  pre-grant  opposition  practice  here.  This 
provision  would  effectively  do  that,  and  should  be  rejected. 

Altematives  to  both  publication  plans  should  also  be  considered.  One  remedy 
would  be  to  base  publication  upon  the  First  Office  Action  response  deadline  or  by 
administrative  means  within  in  the  USPTO.  For  example,  it  would  be  simple  to  avoid 
submarine  patents  created  by  divisional  applications  if  all  divisionals  resulting  from  a 
restriction  requirement  were  required  to  be  filed  within  a  given  time  period,  for  example  one 
year,  from  the  date  of  the  restriction.  The  current  practice  involves  filing  each  divisional 
application  sequentially,  just  prior  to  the  grant  of  the  one  preceding  it.  Thus,  an  original 
application  divided  five  ways  can  be  prolonged  for  the  cumulative  time  it  takes  to  prosecute 
all  five  of  the  applications.  Continuation  applications  could  also  be  monitored  for 
substantial  prosecution  by  examiners,  who  should  have  discretion  to  send  wamings  to 
those  applicants  who  do  not  have  good  and  sufficient  reason  for  filing  a  continuation. 
Accordingly,  it  can  be  seen  that  there  are  several  ways  to  remedy  the  submarine  patent 
problem.  All  should  be  considered  carefully.  While  each  may  be  equally  effective  in  curing 
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the  problem,  the  resulting  cost  and  detriment  to  our  American  innovators  should  be 
afforded  great  weight. 


BIO  PROPOSED  AMENDMENTS 

The  best  solution  to  our  current  system  may  not  be  by  any  singular  proposal.  If  I 
had  to  choose  between  having  some  form  of  patent  term  restoration  or  avoiding  early 
publication,  I  would  definitely  say  that  the  patent  term  was  more  crucial  for  business 
viability.  One  last  alternative  that  should  be  given  attention  is  the  set  of  proposed 
amendments  from  the  Biotechnology  Industry  Organization  (BIO).  BIO  has  worked 
diligently  to  formulate  a  set  of  proposals  that  would  help  create  an  improved  system  which 
would  result  in  a  benefit  of  patent  temn  to  most  applicants.  The  BIO  proposals  are  well 
thought-out  and  have  taken  many  factors  into  consideration.  While  some  skeptics  find  it 
hard  to  believe  that  the  USPTO  could  operate  under  the  proposed  time  constraints,  it 
should  be  remembered  that  the  very  same  examining  corps  operates  in  a  similar  fashion  to 
process  PCT  application  search  reports  and  preliminary  examination  opinions  for  those 
applicants  who  have  designated  the  USPTO  as  the  receiving  office  for  the  PCT. 

Although  the  BIO  amendments  fail  to  address  some  of  the  other  detrimental 
provisions  of  H.R.  1733  which  I  have  previously  discussed,  I  believe  that  their  committee 
has  a  particular  understanding  of  the  processes  involved  and  should  be  included  in  any 
compromise  discussions  that  may  result.  I  would  propose  that  the  best  result  would  be  a 
refined  combination  of  provisions  appearing  in  both  of  the  pending  bills  and  the  BIO 
amendments.  Clearly,  there  are  advantages  and  disadvantages  in  each.  However,  a 
compromise  would  greatly  improve  the  current  system. 
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CONCLUSION 

America's  greatest  asset  is  our  people's  creative  genius  and  entrepreneurial  spirit. 
Our  historical  lead  in  innovation  is  due,  in  large  part,  to  our  strong,  rigorously  enforced, 
constitutionally  mandated  patent  system  that  was  designed  to  reward  such  drive.  Strong 
patent  protection  encourages  businesses  to  invest  in  this  innovation.  Without  that 
protection,  many  industries  cannot  justify  the  enormous  amounts  of  money  that  are  required 
to  develop  new  products  and  bring  them  to  market.  We  must  ensure  that  companies  will 
have  the  security  of  a  full-length  patent  term.  H.  R.  359  gives  the  best  of  both  worlds.  It 
assures  our  inventors  that  they  will  have  adequate  patent  protection  as  a  reward  for  their 
efforts,  and  it  avoids  the  "submarining"  of  patents.  Alternatively,  the  proposed  amendments 
suggested  by  BIO  address  additional  areas  of  concern.  Should  further  amendments  be  out 
of  the  question,  I  would  have  to  pledge  support  for  H.R.  359.  However,  I  truly  believe  that 
the  best  result  will  require  further  drafting.  I  sincerely  hope  that  the  strength  of  the 
American  patent  system  is  not  compromised  by  a  shortcut  decision.  I  would  urge  that  all  of 
the  considerations  addressed  herein  be  given  careful  review  and  that  a  comprehensive 
resolution  be  determined. 
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Madame  Chair: 

I  appreciate  the  opportunity  to  appear  before  the  Small  Business  Committee  on  behalf  of 
the  American  Intellectual  Property  Law  Association  (AIPLA)  to  provide  you  with  our  thoughts 
on  the  impact  of  the  twenty-year  patent  term  and  early  publication  of  patent  applications  on  small 
businesses.  Both  of  these  topics  are  addressed  in  H.R.  359  and  H.R.  1733. 

The  American  Intellectual  Property  Law  Association  is  a  more  than  1 0,000  member 
national  bar  association  whose  membership  primarily  consists  of  lawyers  in  private  and  corporate 
practice,  in  government  service,  and  in  the  academic  community.  AIPLA  represents  a  wide, 
diverse  spectrum  of  individuals,  companies,  and  institutions  involved  directly  or  indirectly  in  the 
practice  of  patent,  trademark,  copyright,  and  unfair  competition  law,  as  well  as  other  fields  of  law 
affecting  intellectual  property. 

We  commend  you  for  conducting  this  hearing  on  these  topics.  American  small  business 
firms  play  an  important  role  in  our  economy,  accounting  for  8%  of  the  more  than  200,000  patent 
applications  filed  annually.  Unfortunately,  a  great  deal  of  misunderstanding  exists  regarding  what 
the  real  impact  of  these  proposals  will  be  on  these  small  businesses.  Some  of  this  confiision  is 
attributable  to  missUtements  that  have  been  made  about  these  topics.  A  carefiil  analysis  can  lead 
—  in  our  opinion  —  to  a  single  conclusion:  small  business  will  be  a  major  beneficiary  of  a 
reformed  patent  system. 

PENDING  LEGISLATION  AFFECTINn  THESE  ISSUES 

The  current  patent  bills  in  the  House  of  Representatives  which  address  the  issues  of  patent 
term  and  publication  of  patent  applications  are  H.R.  359  and  H.R.  1733.  To  understand  these 
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these  bills,  h  is  usefid  to  ivview  the  changes  made  to  the  patent  statute  in  the  103rd  Congress 
fdlowing  the  Uruguay  Round  trade  talks. 

The  Agreonent  on  the  Trade  Rdated  Aspects  of  Intellectual  Property  Rights,  one  of  the 
many  agreements  concluded  during  the  Uruguay  Round  multilateral  trade  negotiations,  obligates 
member  states  to  adopt  a  patent  tenn  of  at  least  twenty  years  measured  from  the  filing  date.  This 
obligation  was  implemented  by  the  Uruguay  Round  Agreements  Act  (URAA)  in  1994,  Public 
Law  103-46S.  The  URAA  amended  the  patent  statute  to  change  the  previous  patent  term  of 
seventeen  years  from  date  of  grant  to  twenty  years  from  the  earliest  effective  filing  date  of  a 
patent  application.  The  phrase  "earliest  effective  filing  date  of  a  patent  application"  refers  to  the 
filing  date  of  the  first  application  filed  witere  an  applicant  has  filed  one  or  more  continuing 
applications  which  claim  the  filing  date  of  that  first  filed  application. 

To  prevent  the  loss  of  patent  tenn  from  delays  in  processing  beyond  the  control  of  the 
applicant,  the  URAA  provided  for  five-year  extensions  in  three  situations.  These  were  (1)  where 
patent  issuance  was  delayed  because  the  application  rdated  to  national  security  and  a  secrecy 
order  was  imposed;  (2)  where  patent  issuance  was  delayed  because  an  applicant  became  involved 
in  a  proceeding  to  determine  whether  the  applicant  or  another  person  was  the  first  inventor  and 
therefore  entitled  to  a  patent;  and  (3)  where  patent  issuance  was  delayed  due  to  the  Patent  and 
Trademark  OfiBce  wrongfiiUy  refiising  to  grant  a  patent. 

H.R.  359  would  turn  the  clock  back  by  providing  that  the  term  of  a  patent  would  be  the 
longer  of  seventeen  years  from  patent  grant  or  twenty  years  firom  the  eariiest  effective  filing  date 
of  a  patent  application.  To  address  situations  v/bert  a  patent  is  not  issued  in  a  timely  fashion  due 
to  the  filing  of  continuing  patent  applications,  the  bill  would  require  that  a  notice  of  the  original 
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patent  application  and  a  continuing  patent  application  be  published  and  the  public  permitted  to 
inspect  the  file  whenever  a  continuing  application  was  filed  more  than  sixty  months  after  the 
parent  application. 

H.R.  1733  provides  for  the  publication  of  pending  applications  eighteen  months  fi-om  their 
earliest  efifective  filing  date  and  for  provisional  rights  —  the  right  to  obtain  a  reasonable  royalty 
firom  any  person  who  practiced  the  invention  during  the  period  fi-om  publication  to  patent  grant. 
H.R.  1733  would  not  change  the  twenty-year  patent  term  established  by  the  URAA,  but  provides 
certain  refinements  to  essentially  guarantee  that  patoit  applicants  will  not  lose  patent  term  due  to 
delays  in  processing  beyond  their  control.  It  accomplishes  this  by  adding,  to  the  three  grounds  for 
patent  extension  contained  in  the  URAA,  a  fourth  ground  to  compensate  for  any  "unusual 
administrative  delays  by  the  Patent  and  Trademark  OflSce."  It  also  provides  that  the  period  of 
extension  for  all  four  reasons  will  be  ten  years  rather  than  five. 

AIPLA  strongly  believes  that  the  approach  taken  in  H.R.  1733  to  refine  and  improve  the 
twenty-year  term  and  to  provide  eighteen-month  publication  of  pending  applications  with 
provisional  rights  is  the  appropriate  direction  to  proceed.  H.R.  359,  by  reinstituting  the  old  patent 
term  of  seventeen  years  fi-om  grant,  would  reintroduce  all  of  the  problems  experienced  under  the 
old  law  and  would  not  be  in  the  public  i 


CHANGES  HAVE  BEEN  WIDELY  SUPPORTED  FOR  YEARS 

The  proposals  to  amend  United  States  patent  law  to  provide  a  term  of  twenty  years  fi-om 
the  earliest  effective  filing  date  and  eariy  publication  of  patent  applications  can  be  traced  back 
many  years  to  both  Democrat  and  R^ublican  Administrations.  In  1966,  President  Lyndon 
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Johnson  established  a  President's  Commission  on  the  Patent  System  to  consider  needed  reforms. 
The  Johnson  Commission  was  a  blue-ribbon  panel  co-chaired  by  Judge  Simon  H.  Rifken  and  Mr. 
Hany  Huntt  Ranson.  Following  thirteen  extensive  meetings,  lasting  a  total  of  thirty-one  days 
over  a  period  of  nearly  two  years,  the  Commission  recommended  a  number  of  changes  in  United 
States  patent  law,  several  of  which  have  since  been  adopted. 

The  Johnson  Commission  recommended  adoption  of  a  system  of  preliminary  applications 
with  minimal  formal  requirements  to  inexpensively  obtain  a  filing  date,  an  ex  parte  administrative 
procedure  in  the  Patent  and  Trademark  Office  to  inexpensively  and  quickly  reexamine  issued 
patents,  and  an  amendntent  of  the  law  to  provide  that  the  unauthorized  importation  of  products 
made  abroad  by  processes  patented  in  the  United  States  constitutes  infiingement.  United  States 
patent  law  was  subsequently  amended  to  provide  for  reexamination  in  1980,  to  extend  processes 
to  the  unauthorized  import  of  products  made  abroad  in  1988,  and  to  provide  a  quick  and  simple 
means  to  obtain  a  filing  date  with  provisional  applications  as  part  of  the  URAA  in  1994. 

The  Johnson  Commission  also  recommended  that  the  United  States  adopt  a  patent  term  of 
twenty  years  fi-om  the  earliest  effective  filing  date  and  that  pending  patent  applications  be 
published  eighteen  to  twenty-four  months  fi-om  the  earliest  effective  filing  date.  As  previously 
noted.  United  States  patent  law  was  amended  to  measure  a  patent  term  fi-om  its  filing  date  as  part 
of  the  URAA  in  1994.  Legislation  to  provide  for  the  publication  of  pending  applications  eighteen 
months  after  filing  has  been  introduced  in  several  recent  Congresses  and  has  been  supported  by 
both  the  Bush  and  Clinton  Administrations. 

In  recommending  that  the  term  of  a  patent  expire  twenty  years  fi-om  its  earliest  United 
Sutes  filing  date,  the  Johnson  Commission  noted  that  measuring  patent  term  fi-om  the  date  of 
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issuance  "encourages  deliberate  deliys  in  the  prosecution  of  applications,  particulariy  those  filed 
primarily  for  speculative  reasons  and  those  having  little  immediate  value."  It  also  noted  that 
measuring  the  tenn  from  grant  could  encourage  the  filing  of  continuing  applications  "solely  to 
delay  the  start  of  a  patent  term."  The  Johnson  Commission  believed  that  measuring  the  term  from 
filing  would  induce  api^icants  to  present  claims  promptly  that  they  believe  are  patentable  and 
avoid  delaying  the  prosecution  of  their  applications.  "Since  the  term  of  a  patent  stemming  from  a 
continuing  application  would  expire  on  the  same  day  as  one  issued  on  its  parent  application,  there 
would  be  less  incentive  to  use  a  continuing  application  for  purposes  of  delay." 

The  Johnson  Commission  also  recommended  that,  similar  to  the  changes  made  to  United 
States  law  in  1994,  the  term  of  a  patent  whose  issuance  was  delayed  by  reason  of  a  secrecy  order, 
be  extended  to  compensate  for  the  delay. 

In  1990.  President  Bush's  Secretary  of  Conmierce,  Robert  Mosbacher,  established  an 
Advisory  Commission  on  Patent  Law  Reform.  The  Commission  was  chaired  by  former 
Commissioner  of  Patents  and  Trademarks,  Harry  F.  Nlanbeck,  Jr.,  and,  after  his  departure,  by  his 
successor,  acting  Assistant  Secretary  and  Commissioner  of  Patents  and  Trademarks,  Douglas  B. 
Comer.  The  Advisory  Commission  hdd  several  public  hearings  on  a  range  of  patent  law  issues. 
The  Advisory  Commission  recommended  that  the  term  of  a  United  States  patent  be  changed  from 
seventeen  years  fivm  grant  to  twenty  years  from  the  earliest  effective  filing  date  of  a  patent 
application,  just  as  the  Johnson  Commission  did.  The  Advisory  Commission  also  recommended 
that  patent  applications  be  published  at  a  fixed  time  after  filing  and  that  provisional  rights  be 
provided  after  publication  to  compensate  inventors  for  any  unauthorized  use  of  their  inventions  in 
the  interval  between  publication  and  patent  grant. 
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The  Mosbacher  Commission  noted  that,  while  an  individual  applicant  might  benefit  by 
virtue  of  measuring  the  term  of  a  patent  fi'om  its  date  of  grant,  the  public  generally  is  placed  at  a 
disadvantage.  A  patent  term  measured  fi'om  date  of  issuance  provides  no  deterrence  for 
intentionally  prolonging  prosecution.  The  report  of  the  Advisory  Commission  notes  that  the 
public  benefits  most  when  the  patent  term  is  measured  fi-om  the  filing  date  since  this  encourages 
an  applicant  to  cooperate  with  the  Patent  and  Trademark  Office  in  reducing  pendency  time.  It 
also  avoids  the  disruption  to  commerce  that  occurs  when  patent  rights,  appropriate  for  granting  in 
an  earlier  era,  are  granted  at  some  later  date.  By  switching  to  a  system  which  measures  the  term 
of  patents  fi-om  the  filing  date,  the  United  States  can  eliminate  one  potential  source  of  abuse  of  the 
patent  system;  namely,  the  use  of  successive  continuing  applications  to  prolong  prosecution  and 
delay  the  grant  of  patents.  This  reduces  the  benefits  that  accrue  to  the  patent  owner  who  chooses 
to  delay,  either  intentionally  or  through  the  use  of  accepted  administrative  procedures,  the 
issuance  of  a  patent. 

The  twenty-year  patent  term  fi-om  filing  and  eighteen-month  publication  of  pending 
applications  have  also  been  long  supported  by  m^or  patent  law  associations  as  well  as  trade 
associations  concerned  with  high  technology  patents.  The  American  Intellectual  Property  Law 
Association  established  a  Special  Conunittee  on  Legislative  priorities  in  the  1980's  to  study  the 
United  States  patent  system  with  the  goal  of  recommending  changes  to  improve  its  efficient 
operatioiL  The  report  of  that  Special  Committee  contained  a  number  of  recommendations  which 
were  unanimously  approved  by  the  AIPLA  Board  of  Directors  in  May  of  1990.  The  report 
included  recommendations  both  on  a  twenty-year  patent  term  measured  fi-om  filing  and  on 
eighteen-month  publication  of  pending  patent  applications.  In  recommending  a  patent  term  of 
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twenty  yean  from  the  earliest  effective  filing  date  of  a  patent  application,  the  Special  Committee 
noted  that  this  would  eliminate  the  extension  of  the  life  of  a  patent  because  of  delays  in  the  Patent 
and  Tradentark  OfiBce  which  could  resuh  from  the  intentional  filing  of  an  extended  series  of 
continuation  or  contiiHiation-iii-i>art  patent  applications  disclosing  the  invention.  It  noted  that 
such  delays  can  also  resuk  from  the  deferred  filing  of  divisional  applications. 

More  recently,  die  Patent  and  Trademark  Office  held  public  hearings  on  a  number  of 
issues  related  to  harmooiziiig  the  laws  of  the  United  States  with  those  of  our  foreign  trading 
partners.  Two  of  the  topics  on  which  comments  were  requested  were  measuring  patent  term 
from  the  date  of  filing  and  publishing  patent  applications  eighteen  months  after  filing.  With 
respect  to  measuring  patent  tenn  from  the  filing  date  of  the  application,  more  than  90%  of  the 
people  or  organizations  that  provided  comments,  including  representatives  of  inventor  groups  and 
small  entity  patent  applicants,  supported  the  concept.  On  the  question  of  the  early  publication  of 
patent  applications,  three-fourths  of  the  individuals  or  organizations  providing  comments 
supported  this  concq>t 

20-YEAR  TERM  AND  18-  MONTH  PUBLICATION  STRENCxTHEN  US  LAW 

It  is  instructive  that  Article  I,  Section  8  of  the  Constitution  provides  that  the  Congress 
shall  have  the  power  '^  promote  the  progress  of  science  aitd  usefiil  arts,  by  securing  for  limited 
times  to  authors  and  invemors  the  exchisive  right  to  their  respective  writings  and  discoveries." 
The  underlying  purpose  of  the  Constitutional  scheme  is  the  promotion  of  "progress  in  science  and 
the  usefiil  arts."  This  progress  is  best  promoted  by  encouraging  disclosure  of  technology  at  an 
eaiiy  date  so  that  others  may  avoid  duplicative  and  wastefiil  research  and  build  upon  the  work 
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done  by  others  for  the  benefit  of  society  as  a  whole. 

The  publication  of  pending  patent  applications  eighteen  months  after  they  are  filed  as 
provided  in  H.R.  1733  is  good  for  the  United  States  —  and  particularly  for  its  small  businesses  — 
for  a  number  of  reasons.  The  publication  of  pending  patent  applications  is  a  cost-effective  means 
of  ensuring  that  United  States  inventors  will  have  prompt  access  —  in  the  English  language  —  to 
a  comprehensive  technological  data  base  similar  to  that  which  foreign  inventors  and  business  in 
our  nuyor  trading  partners  already  receive  fi-om  their  regional  and  national  patent  ofiBces.  All  of 
our  major  trading  partners  publish  pending  applications  eighteen  months  fi-om  their  earliest 
effective  filing  date.  Thus,  they  see  American  technology  filed  as  patent  applications  in  their 
languages  in  their  countries  eighteen  months  after  it  is  filed  in  the  United  States.  On  the  other 
hand,  American  companies  do  not  see  foreign  technology  filed  as  patent  applications  here  until 
some  thirty  to  thirty-two  months  after  it  is  filed  abroad.  This  is  because,  under  the  Paris 
Convention  for  the  Protection  of  Industrial  Property,  applicants  can  wait  up  to  one  year  after 
filing  in  their  country  before  filing  patent  applications  in  other  countries  and  still  be  given  the 
benefit  of  the  filing  date  of  their  first  application.  Most  applicants  take  advantage  of  this  one  year 
delay.  Thus,  United  States  inventors  and  companies  taking  advantage  of  the  one  year  priority 
provision  in  the  Paris  Convention  will  have  their  inventions  published  in  other  countries  eighteen 
months  after  their  United  States  filing  date  or  approximately  six  months  after  they  file  their  patent 
applications  in  these  countries.  Their  foreign  competitors  will  be  able  to  see  this  American 
technology  in  their  own  language  six  months  after  the  application  is  filed  there.  By  contrast. 
United  States  researchers  and  companies  cannot  see  applications  filed  in  the  United  States  by  their 
foreign  competitors  until  the  patents  issue.  While  a  few  large  U.S.  corporations  with  operations 


overseas  may  have  the  resources  to  tnudc  applications  published  in  Japanese  or  German,  many,  if 
not  most,  U.S.  firms  cannot  afford  to  do  this.  This  means  that,  in  many  cases.  United  States 
companies  —  especially  smaller  firms  —  will  embark  on  research  projects  and  make  decisions  to 
commercialize  technology  without  having  complete  information  regarding  what  their  competitors 
—  especially  their  foreign  comp^tors  —  are  seddng  to  patent. 

Early  publication  will  also  assist  the  Patent  and  Trademark  Office  in  the  examination  of 
patent  applications  by  more  ra|Hdly,  certainly,  and  completely  placing  relevant  prior  art  before 
examiners.  Potential  conflicts  b^ween  two  or  more  inventors  seeking  to  obtain  a  patent  on  the 
same  invention  can  be  identified  at  an  early  date,  avoiding  situations  where  later-filed  applications 
issue  before  earlier-filed  applications  for  the  same  invention.  Small  business  will  be  able  to  receive 
more  complete  and  accurate  patentability  assessments  and  have  a  much  better  opportunity  to 
avoid  potential  infiingement  issues  since  potentially  adverse  patent  rights  can  be  more  readily 
identified  and  monitored. 

By  contrast,  the  publication  provisions  of  H.R.  359  will  not  serve  to  protect  the  interests 
of  America's  small  business  firms.  As  previously  noted,  information  regarding  a  pending 
application  would  only  be  publicized  where  a  continuing  application  was  filed  more  than  sixty 
months  after  its  parent  applicatioa  By  filing  a  continuing  application  just  under  the  sixty-month 
limit  and  engaging  in  dilatory  prosecution  tactics  such  as  taking  the  maximum  time  to  respond  to 
Office  actions  and  seeking  exceedingly  broad  patent  claims  through  the  appeal  process,  a  patent 
application  could  easily  be  submerged  for  ten  years  or  longer.  Moreover,  an  applicant  could 
amend  claims  during  this  process  to  track  developments  in  the  commercialization  of  the 
technology  involved.  Fmally,  even  for  the  majority  of  applicants  who  would  not  pursue  such 
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tactics,  RR.  359  simply  does  not  ofiFer  the  incentives  offered  by  H.R.  1733  for  patent  applicants 
to  quickly  patent  and  commercialize  technology  for  the  benefit  of  the  public. 

Eighteen-month  publication  has  been  criticized  as  requiring  United  States  inventors  to 
disclose  their  trade  secrets.  This  needs  to  be  placed  into  context.  At  least  45%  of  all  United 
States  patent  applications  are  of  foreign  origin  and  are  published  in  their  home  countries.  Based 
on  statistics  published  by  the  Worid  Intellectual  Property  Organization,  it  is  reasonable  to 
speculate  that  at  least  half  of  the  remaining  55%  are  also  filed  abroad  and  are  published.  A 
number  of  the  remaining  27-1/2%  are  disclosed  in  publications  such  as  technical  journals, 
especially  those  firom  universities.  Further,  based  on  information  fi-om  the  Patent  and  Trademark 
OfBce,  nearly  80%  of  this  remainder  ^ould  issue  as  United  States  patents  within  two  years  fi'om 
initial  United  States  filing.  A  large  number  of  the  remaining  inventions  will  be  disclosed  through 
the  sale  of  a  product,  test  marketing,  etc.  Therefore,  only  a  very  small  percentage  of  applications 
cover  inventions,  primarily  those  relating  to  manufacturing  processes,  which  can  be  commercially 
used  in  secret  in  one's  plant  and  thus  will  have  any  potential  value  as  a  trade  secret.  And  for  these 
few  inventions,  H.K  1733  contains  a  provision  guaranteeing  no  publication  of  applications  until 
three  months  after  a  first  action  on  the  merits.  This  allows  an  applicant  to  fairly  and  accurately 
assess  the  patentability  of  an  invention  prior  to  making  a  decision  as  to  whether  to  allow  the 
application  to  be  published.  Although  the  provision  is  currently  limited  to  independent  inventors, 
AIPLA  aitd  others  have  urged  the  House  Judiciary  Subcommittee  on  Courts  and  Intellectual 
Propoty  to  give  small  businesses  the  same  opportunity. 

Moreover,  most  applications  will  have  at  least  two  actions  by  the  fifteenth  month  when  a 
decision  to  publish  or  abandon  must  be  made.  And  finally,  for  those  still  concerned  about  not 
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publishing  their  inventions  unless  they  receive  a  patent,  there  are  procedures  for  working  with  the 
Patent  and  Tradentark  OflSce  to  have  their  applications  handled  on  an  expedited  basis. 

Like  its  predecessors,  RR.  1733  provides  for  provisional  rights  for  applicants  whose 
inventions  are  practiced  between  the  date  of  publication  and  the  date  of  patent  grant.  With 
provisional  rights,  an  applicant  will  be  guaranteed  the  opportunity  of  receiving  enforceable  patent 
rights  for  a  period  of  at  least  eighteen  and  one-half  years.  This  is  the  combination  of  a  reasonable 
royalty  from  publication  to  grant  and  full  patent  rights  from  grant  until  the  end  of  the  patent  term. 
Where  applicants  choose  to  take  advantage  of  the  provisional  application  adopted  as  part  of  the 
URAA,  or  to  request  eariy  publication  of  their  applications,  this  period  of  enforceable  patent 
rights  could  exceed  nineteen  and  one-half  years. 

Both  the  patent  tenn  of  twenty  years  measured  from  filing  and  publication  of  pending 
patent  applications  at  dghteen  months  from  filing  are  needed  to  address  one  of  the  most 
egregious  problems  that  existed  under  the  previous  law;  namely,  submarine  patents.  Under  the 
previous  patent  law  who-e  the  teim  was  measured  from  date  of  grant,  an  applicant  could 
intentionally  delay  the  issuance  of  a  patent  for  a  decade  or  more  through  repeated  filings  which 
had  the  efifect  of  keeping  thdr  original  application  "submerged"  from  public  view.  At  the  same 
time,  others  (without  knovdedge  of  the  pending  application)  could  also  develop  and  market  the 
same  new  technology.  The  inventor  would  then  allow  his  pending  application  to  issue  as  a  patent 
(the  "submarine"  sur&ces),  and  proceed  to  hit  unknowing  businesses  with  costly  royalty  claims. 
In  other  cases,  intentional  delays  served  to  extend  the  expiration  date  of  a  patent,  fiustrating  the 
marketing  of  the  product  by  contpetitors. 

Let  me  mention  two  examples  recently  noted  by  Congresswoman  Kelley. 
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"US  Patent  Number  5,339,275,  which  covers  microprocessors,  was  issued  on  August  16, 
1994.  The  patent  application  was  originally  filed  24  years  ago  —  December  28,  1970,  but 
the  issuance  of  a  patent  was  delayed  by  repeated  re-filings  by  the  inventor.  Now,  many 
US  companies,  which  in  the  interim  period  developed  and  marketed  products  without 
knowing  of  the  pending  patent  application,  are  feeing  significant  costs. 

Another  example,  also  in  the  computer  field,  deals  with  US  Patents  Nos.  5,446,610; 
5,422,769;  5,216,557;  and  5,424,887.  The  foreign  company  that  owns  these  patents 
delayed  their  issuance  for  many  years  (the  first  three  derive  fi-om  a  single  patent 
application),  and  now  is  attempting  to  assert  patent  rights  over  the  products  of  several  US 
companies  —  and  demanding  sums  worth  millions  of  dollars!  Once  again,  none  of  the  US 
companies  knew  of  the  pending  patent  applications  because  the  foreign  company  delayed 
their  issuance  through  a  series  of  procedural  maneuvers.  The  last  patent  was  issued  on 
June  13,  1995,  after  multiple  re-filings  based  on  an  application  dated  March  5,  1980." 


As  mentioned  earlier,  over  45%  of  all  United  States  patents  issuing  today  are  issued  to 
foreign  applicants.  In  the  last  two  years  of  our  old  patent  law  in  which  patents  were  granted  for 
seventeen  years  fi-om  the  date  of  grant,  approximately  three  hundred  late-expiring  patents  were 
issued  to  foreign  companies.  Each  of  these  patents  will  exert  control  over  the  use  of  technology 
in  the  United  States  long  after  the  home-country  patents  have  expired.  In  some  cases,  our 
inventors  and  companies  have  taken  advantage  of  the  procedures  to  refile  applications  and  we 
would  note  that  there  has  been  a  significant  increase  in  continuing  applications.  In  just  the  last 
seven  years,  the  number  of  continuation  and  continuation-in-part  applications  increased  as  a 
percentage  of  total  filings  fi-om  approximately  19%  to  25%  —  an  increase  of  30%.  This  growing 
problem  was  largely  solved  with  the  adoption  of  a  patent  term  measured  fi-om  filing. 

Where  does  small  business  fit  into  this  puzzle?  Quite  simply,  AIPLA  does  not  want  a 
patent  system  where  manipulation  is  condoned  —  or  even  worse,  codified.  The  reason  is  simple; 
those  best  able  to  continue  prosecution  endlessly,  pursue  a  needless  multiplicity  of  applications, 
and  take  serial  and  inconclusive  appeals  for  the  purpose  of  delay  are  not  the  nation's  small 
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businesses,  but  tiieir  large  and  resourceful  competitors  —  foreign  and  domestic.  And  if;  as 
reported  by  the  U.S.  Patent  and  Trademark  OflBce,  8%  of  all  applications  are  filed  by  U.S.  small 
business  firms,  then  92%  are  filed  by  others  —  predominantly,  well  financed  domestic  and  foreign 
corporations.  H.R.  3S9  would  return  the  risks  to  small  businesses  of  a  patent  system  where 
manipulation  is  condoned;  H.R.  1733  would  not. 

CORRECTING  SOME  MYTHS 

It  is  reported  by  the  Patent  and  Trademark  Office  that  the  average  pendency  of  patent 
applications  is  between  nineteen  and  twenty  months.  This  is  the  period  between  the  filing  of  a 
patent  application  and  the  date  when  either  a  patent  is  granted  or  the  ^plicant  abandons  his 
application.  Some  who  oppose  the  twenty-year  term  fi-om  filing  have  stated  that  it  takes  an 
average  of  eight  to  nine  years  to  process  and  grant  a  patent.  While  the  average  time  to  grant  a 
patent  will  be  somewhat  longer  than  the  nineteen  to  twenty  months  average  pendency  reported  by 
the  Patent  and  Tradenuuic  Office  (because  the  average  time  to  patent  grant  would  exclude 
abandoned  ^plications  which  tend  to  lower  the  average  slightly),  it  is  clear  that  the  average 
patent  will  be  granted  in  less  than  two  years. 

These  results  are  confirmed  by  looking  at  the  percentage  of  patents  issued  taking  into 
account  the  earliest  effisctive  filing  date  of  the  patent  application.  As  explained  previously,  the 
earliest  effective  filing  date  of  a  patent  application  &ctors  in  the  pendency  of  all  the  applications  in 
a  chain  —  the  first  application  plus  any  continuing  application.  Even  taking  into  account  the 
situations  where  applicants  file  continuing  applications,  which  lengthen  the  time  it  takes  to  issue  a 
patent  on  a  given  invention,  79.4%  of  all  patents  issued  in  1993  were  granted  within  three  years  of 


their  effective  patent  filing  date.  This  means  that  79.4%  would  have  received  a  longer  patent  term 
under  the  twenty  year  term  system  and  20.6%  a  shorter  patent  term.  And  this  is  based  on  a 
prosecution  practice  under  the  old  law  where  there  was  no  loss  of  patent  term  for  dilatory 
prosecution.  With  the  ability  to  file  provisional  applications  which  do  not  start  the  running  of  the 
patent  term  and  the  extensions  for  up  to  ten  years  for  secrecy  orders,  priority  contests,  successfiil 
appeals,  and  unusual  administrative  delays  by  the  Patent  and  Trademark  Office  provided  by  H.R. 
1733,  it  is  anticipated  that  the  average  pendency  will  fiirther  decrease,  and  the  patent  term 
commensurately  increase,  under  the  twenty-year  term.  It  does  not  take  an  average  of  eight  to 
nine  years  to  issue  a  patent. 

AIPLA  does  sympathize  with  inventors  whose  best,  diligent  efforts  to  obtain  a  patent  are 
fiustrated  by  administrative  delay,  unreasonableness  or  intransigence.  Our  data  indicates  this 
occurs  rarely,  but  is  not  unknown.  The  old  seventeen-year  patent  term  after  such  a  delayed  grant 
often  provided  the  inventor  no  consolation.  By  the  time  the  patent  issued,  the  market  for  the 
patented  innovation  had  often  been  spoiled  by  scavengers  or  the  value  of  the  technology  would 
have  come  and  gone.  What  is  needed  is  not  the  old,  ineffective  seventeen-year  patent  term,  but 
assured,  timely  issuance.  AIPLA  is  willing  to  work  on  innovative  proposals  to  this  end. 

It  has  also  been  stated  that  the  change  in  the  term  of  a  United  States  patent  from 
seventeen  years  from  grant  to  twenty  years  from  filing  was  "slipped  into  the  General  Agreement 
on  Tariffs  and  Trade  implementing  legislation."  Contrary  to  such  statement,  the  House 
Subcommittee  on  Courts  and  Intellectual  Property  held  a  hearing  on  a  "Discussion  Draft"  of  the 
proposed  changes  to  the  patent  law  in  August  of  1994.  Congressman  Rohrabacher,  perhaps  the 
principal  opponent  of  the  twenty-year  term,  corresponded  with  Speaker  Gingrich  and  included 


sutemenu  in  the  Congresaonal  Record ,  both  in  August  of  1 994,  evidencing  both  his  knowledge 
of  and  disagreement  with  the  patent  provisions  in  the  implementing  legislation. 

Some  who  have  expressed  opposition  to  eighteen-month  publication  of  pending 
applications  have  argued  that,  since  they  are  not  filing  their  applications  abroad  where  they  would 
be  published  in  eighteen  months,  they  should  not  suffer  publication  of  their  applications  in  the 
United  States.  They  argue  that  early  publication  of  their  applications  in  the  United  Sutes  will 
enable  their  fordgn  competition  in  Japan,  China  and  elsewhere  to  copy  their  technology  and  put 
competing  products  on  the  market.  The  point  that  should  be  underscored  here  is  that,  by 
forgoing  efforts  to  obtain  protection  in  countries  where  their  applications  might  be  published, 
their  technology  &lls  into  the  public  domain  everywhere  but  the  United  States  when  their  U.S. 
patent  issues.  Patent  rights  are  strictly  toritorial.  Obtaining  a  United  States  patent  provides  an 
inventor  with  no  protection  against  the  manufacture  and  sale  of  the  protected  invention  in  any 
other  country  in  the  world.  Only  patent  protection  in  each  country  can  accomplish  that.  The 
focus  of  our  efforts  should  be  to  Iowa-  the  costs  of  obtaining  patent  proteaion  abroad  so  that 
American  small  businesses  can  patent  their  technology  overseas,  export  products,  and  grow  jobs 
in  the  United  States. 

Finally,  it  has  been  stated  that  there  is  no  evidence  of  applicants  intentionally  delaying  the 
process  for  obtaining  a  patent;  that  small  businesses  and  independent  inventors  need  a  patent  as 
quickly  as  possible  in  order  to  secure  financing  for  development.  AIPLA  totally  agrees  that  the 
prompt  examination  and  issuance  of  patents  is  important,  not  just  for  small  businesses  and 
independent  inventors,  but  also  important  for  the  United  States.  As  previously  noted,  however, 
the  Patent  and  Trademark  Office  has  special  procedures  vs^iereby  patent  applications  can  be  taken 
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out  of  order  and  examined  more  rapidly  upon  an  appropriate  request  from  the  applicant. 
Notwithstanding  these  procedures,  in  1994,  less  than  2-1/2%  of  the  200,000  plus  patent 
applications  were  accompanied  by  a  request  for  accelerated  examination.  In  our  view,  the  best 
way  to  ensure  the  goal  of  prompt  processing  of  patent  applications  is  to  retain  the  incentive 
provided  by  the  twenty  year  from  filing  patent  term. 

CONDEMNATION  THROUGH  ASSOCIATION 

Some  who  oppose  a  patent  term  of  twenty  years  from  filing  and  eighteen-month 
publication  state  that  "the  Clinton  Administration  has  agreed  with  Japan  to  mutilate  the  United 
States  patent  system."  To  the  contrary,  the  proposals  to  change  the  United  States  patent  system 
were  made  because  the  Executive  Branch  was  convinced,  based  on  input  from  a  broad  spectrum 
of  United  States  industry  and  inventors,  that  these  changes  were  good  for  the  United  States. 
These  changes  were  not  proposed  or  made  to  appease  or  accommodate  Japan.    I  can  address  this 
allegation  because  I  was  an  official  of  the  United  States  Patent  and  Trademark  Office  during  this 
time  and  worked  with  officials  in  the  Departments  of  Commerce,  Justice,  and  State  and  in  the 
Office  of  the  United  States  Trade  Representative  on  these  matters. 

Earlier  reference  was  made  to  the  public  hearings  conducted  by  the  Patent  and  Trademark 
Office  in  the  fall  of  1993  at  which  strong  support  was  voiced,  both  for  a  patent  term  of  twenty 
years  measured  from  filing  and  for  publication  of  pending  applications  at  eighteen  months.  At 
approximately  the  same  time,  the  United  States- Japan  Framework  Negotiations  were  initiated. 
The  issues  raised  by  the  United  States  were  the  same  as  had  been  raised  during  earlier  meetings  of 
a  United  States-Japan  Woricing  Group  on  Intellectual  Property  in  1988  and  1989,  and  the 
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Stiuctural  ImpedimenU  Inhiadve  in  1990.  These  issues  included  long  delays  in  examining 
applications  in  the  Japanese  Patent  Office,  the  inability  to  file  applications  in  English  and  to  rely 
on  the  English  filing  to  correct  any  translation  errors,  pre-grant  oppositions,  narrow  scope  of 
claims,  lack  of  a  "grace  period"  after  a  disclosure  of  an  invention  by  the  inventor  before  an 
application  must  be  filed,  protracted  court  procedures  to  enforce  patents,  and  narrow 
interpretation  of  patent  claims  by  courts.  Neither  the  Working  Group  negotiations  nor  the 
Structural  Impediments  Initiative  produced  any  significant  commitment  to  change  by  the 
Japanese. 

At  the  same  time  that  the  United  States- Japan  Framewoiic  Negotiations  were  getting 
under  way,  the  General  Accounting  Office  released  a  report  on  its  year-long  study  of  the 
Japanese  patent  system.  The  reports  contained  the  results  of  a  survey  of  approximately  350  large 
and  small  United  States  companies  regarding  their  experiences  in  obtaining  and  enfordng  patent 
rights  in  Japan,  the  United  States  and  Europe.  It  confirmed  that  United  States  businesses, 
r^ardless  of  their  size,  experienced  significant  problems  in  obtaining  timely,  effective  patent 
rights  in  Japan  and  in  enforcing  these  rights  once  acquired.  The  six  most  sought  improvements, 
based  on  the  response  of  these  350  United  States  companies,  were  as  follows: 

(1)  allow  initial  filing  of  Japanese  patent  applications  in  English; 

(2)  speed  up  the  examiitation  process; 

(3)  apply  a  doctrine  of  equivalents; 

(4)  adopt  a  twdve-month  "grace  period"; 

(5)  eliminate  pre-grant  oppositions;  and 

(6)  reduce  the  seven-year  examination  deferral  to  a  three-year  examination  deferral. 


I  was  the  chief  negotiator  for  the  United  States  in  the  United  States-Japan  Framework 
N^otiations  on  intellectual  property.  The  United  States  delegation  included  representation  from 
the  Office  of  the  United  States  Trade  Representative,  the  Department  of  Commerce,  the 
Department  of  State,  and  the  Copyright  Office.  Although  there  was  total  agreement  within  the 
United  States  government  to  move  to  a  patent  term  of  twenty  years  from  filing  and  eighteen 
month  publication,  we  were  hesitant  to  simply  propose  these  changes  unilaterally  without 
attempting  to  use  them  to  obtain  improvements  in  the  Japanese  patent  system.  Accordingly,  on 
the  basis  of  the  wide-spread  support  expressed  for  a  twenty-year  from  filing  patent  term  in  the 
public  hearings  in  the  United  States,  we  suggested  that  we  might  be  willing  to  recommend  such  a 
course  of  action  domestically  if  the  Japanese  would  agree  to  allow  United  States  companies  to  file 
applications  in  the  English  language  and  use  that  original  filing  to  correct  errors  in  the  translation 
to  Ji^Muiese.  As  noted  previously,  this  was  the  number  one  complaint  of  United  States  companies 
filing  patent  applications  in  Japan.  This  was  agreed  to  in  principle  in  December,  1993. 

The  United  States-Japan  Framework  Negotiations  continued  in  1994  and  a  second  accord 
was  reached  in  the  summer  of  1994.  Again,  this  accord  allowed  the  United  States  to  obtain 
commitments  from  Japan  in  return  for  agreeing  to  pursue  two  changes  to  U.S.  patent  law  which 
were  good  for  the  United  States  and  had  been  widely  supported  for  many  years  —  eighteen- 
month  publication  and  permitting  controlled,  third-party  participation  in  patent  reexamination 
proceedings.  In  return,  the  Japanese  agreed  to  eliminate  pre-grant  oppositions,  to  conclude 
examination  of  patent  applications  within  thirty-six  months  of  request  under  certain  conditions, 
and  to  no  longer  render  decisions  ordering  dependent  patent  compulsory  licenses.  All  of  the 
proposals  agreed  to  by  Japan  had  been  identified  as  problems  by  United  States  companies  doing 


business  in  Japan.  On  the  other  hand,  all  of  the  changes  committed  to  by  the  United  States  were 
changes  which  it  should  make  in  any  event  because  they  are  good  for  the  United  States  and 
strengthen  United  States  patent  law.  Thus,  the  charge  that  the  United  States  agreed  with  Japan  to 
mutilate  the  United  States  patent  system  is  totally  without  substance. 

CONCLUSION 

Small  bu»nesses  often  have  fewer  resources  to  invest,  are  less  diversified  in  the  alternative 
technologies  that  they  can  develop,  and  vastly  less  able  to  recover  fi-om  a  m^or  stumble.  Given 
these  &aors,  small  businesses  need,  above  all  else,  timeliness  and  certainty  fi-om  the  United  States 
patent  system.  Small  business  can  ill  afford  to  invest  in  its  patented  technology  today  —  only  to 
discover  next  year  a  competitor's  late  issuing  United  States  patent  that  undermines  or  destroys 
that  patent  position  or  —  worse  yet  —  forces  the  small  company  to  abandon  this  technology. 
The  certainty  of  eighteen-month  publication  will  take  a  major  risk  factor  for  United  States  patent 
owners  out  of  the  patent  equation. 

The  twenty-year  United  Stat^  patent  term  is  no  less  in  important  reform.  It  needs  to  be 
coupled  with  even  more  ambitious  reforms  to  assure  timely  issuance  of  all  United  States  patents, 
not  just  the  79%  currently  being  been  issued  within  three  years  from  filing. 

I  appreciate  the  opportunity  to  appear  before  the  Subconunittee  and  I  would  be  pleased  to 
answer  any  questions  you  may  have. 


24-403  -  96  -  4 
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Thank  you  for  inviting  me  to  testify  today  on  behalf  of  the  Alliance  for  American 
Innovation.  I  am  Nip  Litzsinger,  Vice  President  of  the  Alliance,  wrhich  is  an  alliance  of 
independent  inventors,  individuals,  small  entities  and  imiversities  who  are  in  support  of  H.R.  359 
and  S.  284,  the  Patent  Term  Restoration  Bills.  I  too,  am  personally  involved  in  two  small 
business  enterprises  of  my  own,  so  1  have  some  insight  into  the  concerns  of  small  business 
beyond  my  position  at  the  Alliance  and  what  1  will  be  addressing  today. 

I  want  to  tell  you  today  about  the  concerns  of  independent  inventors  whose  perspective  is 
very  different  from  the  multinational  companies  and  foreign  interests  pushing  these  patent 
changes.  In  addition,  I  will  explain  why  the  position  of  the  independent  /  small  business  inventor 
is  critical  for  the  nation. 

Independent  inventors,  venture  capitalists,  patent  attorneys  serving  small  business  clients, 
many  biotech  companies  and  other  individuals  and  companies  are  concerned  about  restoring  the 
patent  term,  and  are  opposing  early  publication  of  patent  applications  before  a  patent  is  issued. 

Some  of  the  people  concerned  about  restoring  the  patent  term  are  members  of  the 
National  Inventors  Hall  of  Fame  which  is  located  in  Akron,  Ohio. 

Those  members  are  selected,  according  to  the  Hall  of  Fame,  because  they  are  "individuals 
who  conceived  the  great  technological  advances  which  this  nation  fosters  through  its  patent 
system."  A  startling  72  percent  of  the  Hall  of  Fame  members  are  small  entity  innovators. 

I  mention  this,  because  these  same  outstanding  independent  inventors  who  are  Hall  of 
Fame  members  have  been  called  "weekend  hobbyists"  by  the  Patent  Commissioner  according  to 
the  New  York  Times. 
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Now,  those  "weekend  hobbyists"  are  creating  jobs.  A  good  example  is  Dr.  Raymond 
Damadian,  inventor  of  the  Magnetic  Resonance  Machine  (MRI)  which  has  become  a  $5  billion 
industry.  This  too,  is  a  good  example  of  just  why  our  Founding  Fathers  included  patent 
protection  in  the  Constitution  as  a  means  to  promoting  science  and  the  purposeful  arts-in  other 
words  to  create  prosperity  for  the  nation. 

That  we  have  done.  The  United  States  is  a  world  economic  power— and  we  have  more 
intellectual  property  than  the  rest  of  the  industrialized  world.  Truly,  the  U.S.  is  the  "Pot  of  Gold" 
for  nations  eager  to  copy  or  steal  technology  either  legally  or  illegally. 

These  independent  inventors  are  also  the  same  "weekend  hobbyists"  that  pay  patent  office 
fees  and  help  give  the  United  States  its  overwhehning  technology  lead.  They  are  the  creators  of 
new  industries  and  jobs. 

I  don't  need  to  remind  you  that  the  Fortunate  500  companies  are  net  job  losers— that  small 
business  is  the  job  incubator  for  the  nation. 

The  concerns  of  the  small  entity  innovator  are  (1)  a  guaranteed  patent  term,  (2)  secrecy 
for  patent  applications,  and  (3)  avoidance  of  costly  court  battles.  The  first  concern,  a  guaranteed 
patent  term  is  addressed  in  H.R.  359,  the  Patent  Term  Restoration  Bill. 

First,  with  the  uncertainty  of  the  patent  term  in  the  20  year  from  filing  as  a  maximum,  the 
small  entity  innovator  is  concerned  about  the  time  needed  to  line  up  venture  capital.  The  patent 
term  is  uncertain  under  the  new  GATT  term  and  will  remain  so  under  the  many  varied  and 
unnecessarily  complex  so-called  compromises.  The  effect  on  the  Biotech  industry  is  profound 
and  lethal.  However,  some  obscure  studies  claim  otherwise.  The  tremendous  unity  of  the 
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innovative  community  representing  all  fields  of  invention  make  it  clear  the  patent  term  problem 
is  not  isolated  in  one  industry,  but  is  all  across  the  board. 

As  you  know,  venture  capitalists  will  not  invest  in  a  promising  product  of  an  inventor  if 
there  is  a  short  or  no  positive  identified  time  for  them  to  recoup  their  investment.  Remember,  the 
laser  took  21  years  to  process  through  the  patent  office.  Under  the  current  term,  a  venture 
capitalist  would  not  be  able  to  invest  in  a  laser. 

Second,  if  you  are  a  small  entity  iimovator,  it  is  crucial  that  your  patent  applications 
remain  secret  during  their  pendency  period.  Applications  must  not  be  published  earlier  than  the 
date  of  issue  or  denial  for  a  patent.  To  do  otherwise  is  putting  the  inventors  information  before 
his  competitors  and  the  world.  It  is  an  open  invitation  to  co-opt  our  technology  or  at  the  worst 
legalize  industrial  espionage. 

I  am  sure  most  of  you  read  the  recent  article  in  the  Washington  Post  titled  "Patents  and 
Peer  Pressures"  in  which  the  lifting  of  an  idea  in  a  peer  review  is  resulting  in  a  $100  million 
lawsuit.  That  should  give  us  some  idea  of  the  problems  attached  to  H.R.  1733. 

Incidentally,  one  of  the  results  of  H.R.  1733  is  to  undercut  the  quality  of  patent 
examination.  One  of  the  patent  examiners  stated  that  the  emphasis  on  speed  with  1 8  months 
publication  will  certainly  undermine  the  quality  of  our  search. 

On  the  one  hand  the  inventor  wall  lose  his  patent  information  and  on  the  other  hand  his 
patent  will  not  be  as  strong  if  there  is  too  much  pressure  for  speed  instead  of  examination. 

Third,  it  is  important  to  the  small  business  innovator  that  disputes  over  his/her  intellectual 
property  not  end  up  in  court.  This  process  ultimately  is  often  resolved  in  the  interest  of  the  small 


business  inventor.  The  problem  is  that  the  small  business  inventor  does  not  have  the  financial 
resources  or  time  to  face  large  entities  in  an  expensive  court  battle. 

H.R.  1733,  and  other  pending  legislation  will  insure  that  independent  inventors,  who  are 
responsible  for  many  breakthrough  technologies,  will  end  up  in  endless  court  challenges.  This  is 
not  what  our  Founding  Fathers  envisioned  when  they  created  a  protection  for  inventors  in  the 
Constitution. 

Many  people  ask  me  why  we  are  contemplating  H.R.  1733  when  we  know  the  effect  it 
will  have  on  small  business  entities  and  universities  who  are  dependent  on  patent  resources.  The 
answer  is  easy. 

The  different  worlds  of  interest  in  U.S.  intellectual  property  are  the  multinational 
companies  who  are  interested  in  producing  a  product  and  not  necessarily  in  the  United  States, 
versus  the  other  world,  which  are  the  independent  inventors,  the  small  business  entities  and 
universities  who  formulate  their  actions  on  the  U.S.  patent  system  as  derived  fi-om  the 
Constitution  by  protecting  an  inventors  work  for  an  exclusive  period  of  time. 

Many  of  the  multinationals  helped  formulate  the  language  and  push  the  change  in  the 
patent  term  through  the  GATT  vote.  I  call  this  vote  inappropriate  because  the  GATT  enabling 
legislation  was  not  what  we  signed  in  Marrakesh  along  with  the  other  members  of  GATT.  That 
agreement  required  a  minimum  of  20  years  from  the  date  of  filing,  but  in  our  U.S.  language  we 
made  it  a  maximum  of  20  years  from  date  of  filing. 


What  makes  this  change  so  unfortunate  is  the  United  States  has  a  class  of  independent 
inventors,  while  mostly  large  corporations  file  in  other  countries.  Our  inventors  are  innovators 
while  many  of  the  patents  in  other  countries  are  for  incremental  changes  in  a  patent. 

Additionally,  patents  in  other  countries  are  not  filed  in  the  detail  that  they  are  in  the 
United  States.  Remember,  the  U.S.  patent  office  is  the  greatest  technical  teaching  library  in  the 
world  and  that  is  because  of  our  innovation. 

Earlier  I  referred  to  the  GATT  implementing  language  as  being  "inappropriate."  There  is 
another  concern  I  have,  and  that  is  the  testimony  before  a  joint  judiciary  hearing  on  August  12, 
1994  about  so  called  submarine  patents.  I  know  the  stories  about  inventors  who  game  the 
system,  but  I  do  believe  we  need  to  take  a  closer  look  at  the  statistics  which  were  quoted  at  that 
hearing,  because  they  are  given  as  a  reason  for  H.R.  1733  and  other  legislation. 

There  was  an  example  given  of  627  so  czdled  "submarine"  patents  out  of  a  total  of 
2,300,000  patents  which  were  supposedly  deliberately  kept  secret  by  inventors  to  prolong  their 
pendency  of  20,  30  or  even  40  years.  This  "gaming"  of  the  system  supposedly  allowed  the 
inventor  to  delay  a  patent  and  have  it  surface  and  recover  royalties  when  the  patent  would  be 
more  valuable. 

Subsequently,  we  obtained  information  on  many  of  the  627  "submarine"  patents  and 
found  that  422  of  these  had  government  secrecy  orders  for  national  security.  The  biggest 
submariner  in  this  group  of  patents  was  the  United  States  government.  Twenty-nine  of  the 
patents  were  erroneously  included  and  another  143  were  delayed  due  to  continuations,  divisional 
actions  and  other  reasons. 
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One  of  the  patents  cited  was  assigned  to  Bell  Labs  and  was  under  a  government  secrecy 
order  for  35  years.  Only  a  small  percent  of  the  patents  could  be  called  gamed,  so  why  throw  out 
our  whole  system  for  this? 

I  believe  it  works  out  to  thirteen  thousands  of  a  percent  of  the  patents  cited  over  a  period 
of  time.  Patent  examiners  will  tell  you  that  within  seconds,  the  patent  office  can  track  where  a 
patent  is. 

Another  error  sometimes  made  by  government  officials  is  the  assumption  that  inventors 
can  take  an  approved  patent  and  go  out  and  shop  for  venture  capital,  so  the  patent  term  does  not 
matter.  Nothing  is  further  from  the  truth.  An  inventor  needs  venture  capital  long  before  a  patent 
is  issued,  which  is  a  point  stressed  in  the  Administration's  own  National  Innovation  Workshops 
sponsored  through  the  Department  of  Energy.  These  workshops  assist  inventors  by  instructing 
them  to  develop  their  business  plan  along  with  their  technical  plan,  requiring  financing  very  early 
in  the  process  before  a  patent  has  been  issued. 

The  other  issue  concerning  independent  inventors  and  the  universities  is  H.R.  1733,  the 
early  publication  bill.  Publishing  patent  application  information  before  a  patent  is  issued  is 
basically  unfair  to  the  inventor,  particularly  the  independent  inventor  with  breakthrough 
technology. 

The  main  reason  for  the  publication,  according  to  the  patent  office,  is  to  know  what 
technology  is  downstream  and  to  get  this  technology  out  to  the  world.  That  may  be  fme,  but 
American  inventors  are  not  responsible  for  working  long  hours  only  to  give  up  their  technology 
and  ideas.  They  should  experience  a  reward  for  their  efforts. 
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In  summary:  virtually,  every  major  small  business  organization  in  this  nation  has 
recorded  its  support  for  H.R.  359  and  opposition  to  H.R.  1733.  Letters  are  attached. 
Endorsements  from  other  organizations  from  universities  and  companies  and  individuals  fill  our 
files.  A  sample  of  the  letters  is  attached  to  my  testimony.  Additionally,  there  are  over  200  co- 
sponsors  in  the  U.S.  House  of  Representatives  for  H.R.  359,  plus  many  other  members  who  have 
indicated  their  intent  to  support  in  probable  floor  action. 

This  is  truly  a  bi-partisan  issue  and  H.R.  359  has  bi-partisan  support.  It  is  supported  by 
the  Small  Business  Administration  Office  of  Advocacy  and  the  White  House  promised  Senator 
Dole  not  to  oppose  the  provisions  of  this  legislation. 

The  legislation  which  was  the  problem  in  the  final  moments  of  the  103rd  Congress  in 
December  1994  should  not  stand.  Legislation  which  penalizes  American  inventors  at  the 
expense  of  other  GATT  nations  who  can  potentially  have  longer  patent  terms  is  bad  legislation. 
We  must  restore  the  patent  term  by  moving  H.R.  359  with  it's  200  plus  co-sponsors  to  the  floor 
for  action.  I  appreciate  the  opportxmity  you  have  given  me  to  explain  this  very  important  issue. 
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The  Honorable  Bob  Dole 
Majority  Leader 
United  States  Senate 
Washington,  DC  20510 

Dear  Mr.  Majority  lisasier: 

On  behalf  of  the  Small  Business  Legislative  Council  (SBLC) ,  I  wish  to 
express  our  support  for  your  bill,  S.  284,  the  Term  of  Patents  Act  of  1995. 

It  is  clear  that  small  businesses  were  disadvantaged  by  changes  made 
to  patent  law  by  the  GATT  inplementing  legislation.  Your  legislation 
provides  the  appropriate  protection  and  encouragement  to  inventors  and 
small  businesses,  without  violating  the  spirit  of  GATT.  Your  legislation 
combines  the  patent  term  contained  in  GATT  with  previous  law  to  allow  a 
patent  to  be  17  years  from  the  issue  date  or  20  years  from  filing,  whichever 
is  longer. 

As  you  know,  the  delegates  to  the  recent  White  House  Conference  on 
Small  Business  made  this  issue  one  of  their  final  recannendations . 

The  SBLC  is  a  permanent,  independent  coedition  of  nearly  one  hundred 
trade  and  professional  associations  that  share  a  cannon  ccmnitment  to  the 
future  of  small  business .  Our  menbers  represent  the  interests  of  small 
businesses  in  such  diverse  economic  sectors  as  manufacturing,  retailing, 
distribution,  professional  and  technical  services,  construction, 
transportation,  and  agriculture.  Our  policies  are  developed  through  a 
consensus  anong  our  meadbership.  Individual  associations  may  express  their 
own  views.  For  your  information,  a  list  of  our  members  is  enclosed. 


Sincerely 


CTT/S3447 
Enclosure 
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Members  of  the  Small  Business  Legislative  Council 


Air  Conditioning  Contractors  of  America 

Alliance  for  Affordable  Health  Care 

Alliance  of  Independent  Store  Owners  and  Professionals 

American  Animal  Hospital  Association 

American  Association  of  Equine  Practitioners 

American  Association  of  Nurserymen 

American  Bus  Association 

American  Consulting  Engineers  Council 

American  Council  of  Independent  Laboratories 

American  Gear  Manufacturers  Association 

American  IMachine  Tool  Distributors  Association 

American  Road  &  Transportation  Builders  Association 

American  Society  of  Interior  Designers 

American  Society  of  Travel  Agents,  inc. 

American  Subcontractors  Association 

American  Textile  Machinery  Association 

American  Trucking  Associations,  Inc. 

American  Warehouse  Association 

AMT-The  Association  for  Manufacturing  Technology 

Architectural  Precast  Association 

Associated  Builders  &  Contractors 

Associated  Equipment  Distributors 

Associated  Landscape  Contractors  of  America 

Association  of  Small  Business  Development  Centers 

Automotive  Service  Association 

Automotive  Recyclers  Association 

Automotive  Warehouse  Distributors  Association 

Bowling  Proprietors  Association  of  America 

Building  Service  Contractors  Association  International 

Christian  Booksellers  Association 

Cincinnati  Sign  Supplies/Lamb  and  Co. 

Council  of  Fleet  Specialists 

Council  of  Growing  Companies 

Direct  Selling  Association 

Electronics  Representatives  Association 

Florists'  Transworld  Delivery  Association 

Health  Industry  Representatives  Association 

Helicopter  Association  international 

Independent  Bankers  Association  of  America 

Independent  Medical  Distributors  Association 

International  Association  of  Refrigerated  Warehouses 

intamationai  Communications  industries  Association 

International  Formalwear  Association 

International  Television  Association 

Machinery  Dealers  National  Association 

Manufacturers  Agents  National  Association 


Manufacturers  Representatives  of  America,  Inc. 
Mechanical  Contractors  Association  of  America,  Inc. 
National  Association  for  the  Self-Employed 
National  Association  of  Catalog  Showroom  Merchandisers 
National  Association  of  Home  Builders 
National  Association  of  Investment  Companies 
National  Association  of  Piumbing-Heatlng-Cooling 
Contractors 

National  Association  of  Private  Enterprise 
National  Association  of  Realtors 
National  Association  of  Retail  Druggists 
National  Association  of  HV  Parks  and  Campgrounds 
National  Association  of  Small  Business  investment 
Companies 

National  Association  of  the  Remodeling  Industry 
National  Chimney  Sweep  Guild 
National  Electrical  Contractors  Association 
National  Electrical  Manufacturers  Representatives 
Association 

National  Food  Brokers  Association 
National  Independent  Flag  Dealers  Association 
National  Knitwear  &  Sportswear  Association 
National  Lumber  &  Building  Material  Dealers  Association 
National  Moving  and  Storage  Association 
National  Ornamental  &  Miscellaneous  Metals  Association 
National  Paperbox  Association 
National  Shoe  Retailers  Association 
National  Society  of  Public  Accountants 
National  Tire  Dealers  &  Retreaders  Association 
National  Tooling  and  Machining  Association 
National  Tour  Association 
National  Wood  Rooring  Association 
NATSO,  Inc. 

Opticians  Association  of  America 

Organization  for  the  Protection  and  Advancement  of  Small 
Telephone  Companies 
Petroleum  Marketers  Association  of  America 
Power  Transmission  Representatives  Association 
Printing  industries  of  America,  Inc. 
Professional  Lawn  Care  Association  of  America 
Promotional  Products  Association  international 
Retail  Bakers  of  America 
Small  Business  Council  of  America,  Inc. 
Small  Business  Exporters  Association 
SMC/Pennsylvania  Small  Business 
Society  of  American  Horlsts 
Turfgrass  Producers  international 
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National  Association  for  the  Self- Employed 

'^      Headquarters  .  1023  ISth  St..  NW  .  Suite  1200  .  Washington,  DC  200S-2600  .  202466-2100  .  202-466-2100  (In) 


June  5,  1995 

The  Honorable  Dana  Rohrabacher 
United  Slates  House  of  Representatives 
Washington,  DC    20515 

Dear  Congressman  Rohrabacher: 

On  behalf  of  our  more  than  320,000  small  business  owners  nationwide,  I  would  like 
to  commend  you  for  introducing  H.R.  359,  the  Patent  Term  Restoration  Act. 

As  you  know,  small  business  is  the  backbone  of  the  American  economy  --  creating 
new  jobs  and  new  innovations.  We  believe  that  H.R.  359  protects  America's 
inventors  by  rolling  back  the  overly  restrictive  patent  law  changes  that  were  passed 
as  part  of  the  GATT  legislation. 

Our  association  was  supportive  of  GATT  because  we  saw  it  opening  new 
opportunities  to  small  business.  However,  we  do  not  believe  that  changing  the  patent 
terms  was  necessary.  We  are  pleased  that  your  legislation  would  give  much  needed 
protection  to  inventors  by  setting  patent  terms  that  are  either  1 7  years  from  the  date 
of  issuance  or  20  years  from  date  of  application,  whichever  is  longer. 

Thank  you  for  your  continued  support  of  the  small  business  community.  We  look 
forward  to  working  with  you  to  move  this  important  legislation  forward. 


"Serving  the  Needs  of  Small-Business  America" 


Member  Services  2121  Precinct  Line  Road  •  Hurst.  TX   76054  •  1-800-232-NASE 
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American  Small  businesses  association 

TO  Pr^OMOTE  AND  PRESERVE  SMALL  BUSINESS 


August  11,  1995 

The  Honorable  Bob  Dole 
Majority  Leader 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Senator  Dole: 

Although  belated,  the  American  Small  Businesses  Association  casts  its 
support  for  S.  284.  Recently  we  became  aware  of  the  provisions  of 
GATT  that  will  adversely  affect  American  technology  development 
worldwide.  We  applaud  the  provisions  of  S.  284  and  H.R.  359  that  will 
correct  the  unfair  patent  provisions  of  the  GATT  legislation  passed  by 
the  103rd  Congress. 

The  American  Small  Businesses  Association  (ASBA)  has  over  100,000 
members,  small  business  owners  and  their  families  nationwide.  While 
ASBA  members  are  not  involved  in  cutting-edge  technology  per  SE, 
many  small  manufacturers  will  be  affected  by  the  results  of  foreign 
competition  using  American  technology.    Patents  indirectly  and  directly 
involve  small  businesses  and  self-employed.  Small  business  inventors 
could  find  the  privacy  issue  crucial  to  their  existence.  Unidentified 
challenges  to  patent  holders  is  another  provision  that  could  eventually 
cause  chaos  in  the  international  marketplace. 

I  encourage  your  continued  pursuit  of  this  cause  and  hope  that  action  on 
your  bill  will  take  place  in  the  104th  Congress. 


Sincerely, 


&^-^ 


Vernon  Castle 
Executive  Director 
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March  8.  1995 

HxnoNALSMAaBusiNESS  Unith) 
The  Honorable  Bob  Dole  i  lu  is™  smn.  n.w 

Majority  Uadcr    -  w^H^n^.^.c^'" 

United  States  Senate  m-nuaa 

Washington,  D.C.   20510  TULmm-iui 

Dear  Senator 

NaUonal  Small  Business  United  would  like  to  thank  you  for  introducing  S.  284. 
the  Term  of  Patents  Act  of  1995.  along  with  Senator  Inhofe.  Many  of  the  inventors  who 
would  be  helped  and  encouraged  by  your  biU  are  integral  parts  of  the  small  business 
community.  The  patent  Uw  changes  which  were  passed  as  part  of  the  GaTT 
implementing  legislation  deserve  to  be  roUcd  back,  which  your  IcgulaUon  would  do.  We 
at  NaUonal  Small  Business  United  bcUevc  that  S.  284  would  be  a  clear  benefit  to  the 
small  business  community. 

The  change  in  patent  terms  from  17  years  from  date  of  issue  to  20  years  from  date 
of  appUcation  was  not  necessary  to  comply  with  the  underlying  GATT  agreement  Your 
legislation  would  allow  patent  appUcants  to  have  the  benefit  of  the  longer  of  the  two 
terms  which  also  complies  with  GATT.  This  change  would  give  appropnatc  protection 
and  encouragement  to  inventors  and  smaU  businesses.  The  innovation  of  this  segment  of 
the  American  economy  is  one  of  our  great  national  advantages.  We  should  not  tamper 
with  it. 

Once  again,  we  are  encouraged  to  see  that  there  is  movement  away  from  the 
overly  restrictive  patent  terms  included  in  last  year's  GATT  implementing  legislauon. 
We  thank  you  for  your  role  in  moving  this  issue  forward,  and  we  will  help  in  any  we 


Yours  truly 


/y  John  P.  Galles 
(_/    President 
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July  31, 1995 


The  Honorable  Dana  Rohrabacher 
United  States  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Congressman  Rohrabacher: 

The  40,000-member  Small  Business  Survival  Committee  (SBSC)  commends  you  for 
introducing  H.  R.  359.  American  inventors  and  entrepreneurs  must  be  allowed  to  fully  benefit 
fi-om  their  innovations,  and  your  legislation  helps  to  protect  not  only  the  inventor,  but  American 
job  creation  and  competitiveness  as  well. 

Not  surprisingly,  most  pioneer  and  breakthrough  inventions  are  from  small, 
entrepreneurial  firms  and  individual  inventors.  Under  last  year's  GATT  agreement,  which 
changed  the  long-standing  practice  of  measuring  a  patent  from  the  date  of  issue  to  the  filing  date, 
breakthrough  patents  would  be  squeezed  to  shorter  life-spans  -  potentially  impeding  American 
innovation.  And,  under  a  new  publication  rule,  small  inventors  may  be  forced  to  disclose  their 
ideas  before  they  are  legally  safeguarded. 

At  The  White  House  Conference  on  Small  Business  this  past  June,  small  business  spoke 
very  clearly  on  this  important  issue.  Delegates  recommended  that  "Congress  protect 
international  patent  rights  in  a  way  that  takes  into  account  the  needs  of  small  business,  including 
retaining  the  patent  term  to  run  from  twenty  years  from  date  of  application  or  seventeen  years 
from  date  of  issue,  whichever  is  longer,  that  patent  applications  remain  unpublished  until  the 
patent  is  granted,  and  that  the  patent  remain  with  the  first  to  invent  rather  than  fu-st  to  file." 

H  R  359  accomplishes  the  above  to  protect  small  innovative  firms  and  inventors,  and 
SBSC  applauds  your  important  legislation.  Please  let  SBSC  know  how  it  can  help  you  to  move 
this  important  piece  of  legislation  forward. 


1320  1 8th  STREET,  N.W..  SUITE  200  •  WASHINGTON,  D.C.  20036 
TEL:  (202)  785-0238  •  FAX  (202)  822-8118 
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U3.  Smau.  business  administration 

Washihcton.  D.C.     20416 


April  18,  1996 


Honorable  Newt  Gingrich 
Speaker  of  the 

House  of  Representatives 
Washington,  OC  2 OS 15 

Honorable  Oana  Rohrabacher 
Uoxise  of  Representatives 
Washington,  DC  20515-0145 

Subject:   Office  of  Advocacy's  position  with  regard  to 

intellectual  property  rights  for  small  businesses. 

Reference:  1.  H.R.  359 

2.  H.R.  1732 

3.  H.R.  1733 

Dear  Mr.  Speaker  and  Congressiuui  Rohrabacher: 

This  is  in  response  to  your  Harch  22,  1996  letter  requesting 
information  on  the  position  of  this  Office  with  regard  to 
intellectual  property  and  the  is^iortant  role  it  plays  in  the 
development  and  maintenance  of  small  business.  As  requested,  this 
response  is  addressed  to  both  of  you.^ 

One  of  the  functions  of  the  Office  of  Advocacy  is  to  inform 
Congress  of  the  impact  of  legislative  proposals  on  small 
business.  The  patent  process  is  so  critical  to  small  businesses, 
to  the  innovative  process  of  the  united  states,  and  to  our  global 
competitiveness,  that  our  basic  position  on  these  issues  is  that 
we  should  err  on  the  side  of  protecting  the  inventor. 

In  no  other  country  in  the  world  does  innovation  flourish  as 
frequently  or  successfully  as  it  does  in  the  United  States.  The 
nation's  success  in  innovation  is  in  large  part  facilitated  by 
the  U.S.  patent  system.  We  believe  that  protection  of  the 
intellectual  properties  of  small  businesses  via  patents, 
copyrights  and  trademarks  (as  well  as  trade  secrets) ,  is  a 
fundamental  cornerstone  of  the  economic  well-being  of  the  United 
states  of  America.  The  patent  system  in  America  has  served  this 
country  and  our  small  businesses  well  for  over  200  years. 


^  This  letter  reflects  the  independent  views  of  the  Chief 
Counsel  for  Advocacy  and  may  or  may  not  reflect  the  views  of  the 

Administration. 
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Given  this  track  record,  changes  to  the  patent  laws  should  only 
be  made  where  there  is  a  well  defined  problem  to  cure  and  where 
the  remedies  selected  cure  the  problem  without  dampening  the 
inventive  spirit  of  the  nation's  innovators.  What  most  concerns 
small  business  are: 

1-  Term,  emd  certainty  of  the  length  of  the.  term,  of  the 
patent  protection, 

2.  Confidentiality  of  the  intellectual  property  until 
patent  protection  is  provided, 

3.  Ensuring  that  small  businesses  are  not  disadvantaged  by 
confrontational  processes  with  much  larger  firms  (U.S. 
and  foreign}  with  disproportionately  larger  resources. 

The  present  procedure  keeps  the  pre-issuance  discussions  between 
the  U.S.  Patent  and  Trademark  Office  (DSPTO)  and  the  inventor  as 
private  and  privileged  communications.  During  the  review  of  the 
patent  application  by  the  USPTO  many  small  businesses  are  in  a 
very  vulnerable  position  —  to  larger  competitors  both  from  the 
U.S.  and  from  abroad.  They  usually  do  not  have  the  resources  to 
fight  a  large  company  in  the  marketplace  until  they  have  the 
protection  provided  by  the  issuance  of  a  patent.  The  patent 
allows  them  to  obtain  additional  investment,  often  venture 
capital,  to  pursue  product  development  and  market  penetration.  It 
also  provides  them  with  stronger  legal  protection  if  they  desire 
to  achieve  commercialization  of  their  technologies  via  licenses 
and  royalties  from  larger  firms  that  are  already  entrenched  in 
the  markets. 

There  may  be  isolated  instances  of  abuse  under  the  current  system 
that  need  to  be  corrected  without  instituting  a  major  overhaul  of 
the  patent  system  that  places  small  firms  at  a  competitive 
disadvantage  with  large  firms  in  the  V.S   and  abroad.  Breakthrough 
technologies  usually  take  more  than  18  months  from  filing  to 
issuance  of  the  patent.  Small  businesses  would  be  particularly 
vulnerable  during  this  period  if  their  patent  application  was 
published. 

The  delegates  to  the  1995  White  House  Conference  on  Small 
Business  passed  two  recommendations  on  this  topic  as  follows: 

ReooBKWidetlon  Humber  lis:  "...He  further  recommend  that 
Congress  protect  international  patent  rights  in  a  way  that 
takes  into  account  the  needs  of  small  business,  including 
retaining  the  patent  term  to  run  for  twenty  years  from  date 
of  application  or  seventeen  years  from  date  of  issue, 
whichever  is  longer,  that  patent  application  remain 
unpublished  until  the  patent  is  granted,  and  that  the  patent 
remains  with  the  first  to  invent  rather  than  the  first  to 
file." 


no 


RvcovaandatloB  Vvmbor   36Si  "...Congress  and  the  U.S.  Patent 
Office  should  also  impleaent  em  enforceable  and  universal 
intellectual  property  (patent,  tradeaarlc,  and  copyright) 
application  with  all  members  of  the  World  Trade 
Orgajilzation,  while  maintaining  "first  to  invent ." 

With  the  foregoing  as  background,  we  offer  the  following  comments 
on  the  referenced  bills: 

Pre-publication:  We  are  concerned  that  the  provision  of  H.R.  1733 
to  require  publication  of  the  patent  application  18  months  after 
filing  would  be  detrimental  to  small  businesses.  Since  the 
patents  for  most  small  firms  do  not  issue  until  well  after  the 
18-month  period,  publication  of  the  application  before  the  patent 
Issued  would  facilitate  interference  by  the  patent  applicant's 
competition  during  this  critical  and  vulnerable  stage.  We 
therefore  oppose  pre-publication  of  applications  by  small 
businesses. 

Third  Vmrtj   ZntarventioB:  The  expanded  third  party  intervention 
provisions  of  H.R.  1732  and  H.R.  1733  would  place  small 
businesses  at  a  serious  disadvantage  as  follows: 

H.R.  1732:  Affording  third  parties  opportunity  for  greater 
participation  in  reexzunination  proceedings, 

H.R.  1733:  Affording  third  parties  opportunity  under  the 
pre-publication  provisions  to  file  comments  and  opposition 
to  grant. 

Together,  the  greatly  expanded  intervention  procedures  of  these 
two  bills  would  have  serious  negative  impacts  on  the  ability  of 
small  businesses  to  contribute  to  the  innovation  process  of  the 
United  States.  We  therefore  oppose  these  expanded  intervention 
provisions. 

Fateat  Term:  The  provisions  of  H.R.  359  that  require  the  patent 
coverage  be  the  longer  of  20  years  from  date  of  filing  or  17 
years  from  the  date  of  issue  are  beneficial  to  small  businesses. 
As  a  general  rule,  the  length  of  time  for  a  patent  is  of  critical 
importance  to  small  businesses,  and  thfey  prefer  the  longest 
possible  period  of  coverage  for  the  patents.  We  therefore  support 
the  expanded  term  provisions  in  H.R.  359. 

The  position  of  this  office  is  based  on: 

1.  The  recommendations  of,  and  communications  with, 
delegates  to  the  1995  White  House  Conference  on  Small 
Business, 

2.  Letters  and  meetings  with  small  business  industry  and 
trade  associations. 


Ill 


3.  The  results  of  nunerous  studies  and  research  reports 

on  innovation  and  patents  prepared  for  and  by  the  Office 
of  Advocacy, 

4.  Our  personal  business  experience. 

We  have  recently  had  several  discussions  with  the  USPTO  in  an 
effort  to  resolve  the  issues  raised  in  these  three  bills,  while 
we  are  pleased  with  the  progress  of  these  talks  and  hopeful  we 
czm  resolve  these  issues,  we  have  not  been  able  to  do  so  yet. 


Sincerely, 


Tere  w.  Glover 
Chief  counsel 
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Congress  of  tfjc  Winittt)  g>tateS 
J^ouit  of  3Reprc£entatibctf 

November  1,    199S 

Small  Biotechnology  Companies 
Endorse  H.R.  359 

Dear  Colleague: 

Biotechnology  patent  applications  typically  taJce  £ive  to  ten 
years  to  be  processed  from  initial   filing  to  granted  patent.     Often, 
the  Patent  Office  lacks  trained  examiners  to  deal  with  new, 
breakthrough  ideas. 

Under  a  20-year- from- filing  patent  term,   ais  implemented  on  June 
8  of  this  year,   biotechnology  con^ianies  will  receive  significantly 
shorter  patent  terms.     It  seems  unjust  that  this  one  industry  should 
be  so  adversely  affected  by  a  provision  of  law  which  was 
unnecessarily  snuck  into  the  GATT  in^lementing  legislation. 

BIOCOM,  an  important  association  of  small  biotechnology  and 
related  companies,  has  endorsed  B.R.  359,  which  will  establish  a 
patent  term  of  17  years  from  grant  or  20  years  from  filing,  whichever 
is  longer.  H.R.  359  will  restore  the  patent  rights  of  innovative 
companies  and  inidividuals ,  While  still  being  completely  consistent 
with  the  GATT  agreement.  Some  of  the  BIOCOM  membership  is  shown 
below. 

ASSOCIATES  BfelZ  -^''^       


il 


OHNSON 
UlCaNS 


PiLLSBURY  MaOISON  &  SUTVO 


A  guaranteed  17-year  patent  term  worked  for  134  years  to  reward 
breakthrough  inventions  so  that  inventors  could  obtain  investment 
capital  and  build  new  Industries.  The  biotechnology  industry  needs 
that  scune  guaranteed  terra.   That  will  help  them  and  other  cutting- 
edge  industries  to  build  a  strong  American  economy  for  the  21st 
century. 

Your  support  for  H.R.  359  is  absolutely  crucial.  The  bill  is 
now  cosponsored  by  197  members  of  the  House,  just  a  few  short  of  an 
absolute  majority.   If  you  have  any  questions  or  would  like  to 
cosponsor,  please  call  me  or  John  Morgan  of  my  staff  at  XS241S. 

Sincerely, 


113 


dissociation  of  University  TecfinoCogy  O^anagers,  Inc. 


April  4. 1995 


UK  lUd  Hill  lUud 


The  Honorable  Dana  Rohrabacher 
2336  Raybum  House  Building 
Washington,  DC  20515 

Dear  Congressman  Rohrabacher: 

I  am  writing  to  you  in  my  capacity  as  President  of  the 
Association  of  University  Technology  Managers  (AUTM)  to 
express  the  support  of  the  organization  for  H.R.  359  and  its 
Senate  comparuon  S-284,  known  as  the  Patent  Term 
Restoration  Bill. 

Since  the  passage  of  Public  Law  96-517  (The  Bayh-Dole  Act) 
in  1980,  research  ui\iversities  have  been  actively  engaged  in 
establishing  patent  protection  for  university-developed 
technology  and  subsequently  licensing  their  patents  to 
industry  and  small  business.  Innovations  resulting  from 
uiuversity  research  are  deemed  largely  responsible  for  the 
spectacular  growth  of  the  biotechnology  industry,  and  of 
significant  importance  to  the  microelectronics,  computer, 
and  health  care  industries.  These  innovations  are  allied 
from  the  fimdamental  scientific  explorations  of  university 
faculty,  students  and  research  scientists  and,  as  a  result,  tend 
to  be  at  the  cutting  edge  of  scientific  theory  and  practice.    As 
a  consequence,  patent  applications  on  university  inventions 
have  historically  spent  years  in  the  USPTO  before  ultimately 
issuing  as  patents. 

University  licensing  programs  are  generally  dependent  upon 
patent  protection  to  induce  mature  companies  as  well  as 
small  businesses  and  start-up  company  investors  to  take  a 
financial  risk  on  backing  the  further  development  of  new, 
and  often  early-stage,  technologies.  Consequently, 
university  technology  transfer  managers  were  indeed 
concerned  to  find  that  RR.  51 10,  in  implementing  the  GATT, 
had  potentially  shortened  the  long-established  patent  term 
of  17  years  from  date  of  patent  issue,  and  had  done  so 
despite  the  fact  that  such  action  was  not  required  by  the 
GATT. 


Suite  S,  71  East  Avenue,  Norwaik.  CT  06851-4903  •  Phone:  203-852-7168  •  Fax:  203-838-S714 
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AUTM  has  carefully  reviewed  the  arguments  presented  in  favor  of  H.R.  359  and 
the  arguments  from  those  opposed.  We  are  aware  of  the  "submarine"  patent 
argument  and  that  potential  benefits  might  be  derived  from  harmonizing  the 
U.S.  patent  system  with  those  of  other  industrial  natioia.  However,  we  believe 
the  provisions  of  the  bill  requiring  disclosure  of  applications  after  a  certain  time, 
together  with  the  costs  associated  with  using  the  "delaying"  tactics  decried  by 
opponents  of  the  bill,  and  the  natural  economic  incentive  of  getting  quickly  into 
the  marketplace  will  act  to  control  any  proliferation  of  "submarine"  patents.  We 
note  that  these  long-pending  patent  applications  have  not  historically  been 
viewed  as  posing  a  sigiuficant  problem,  but  have  only  gained  notoriety  recently 
as  an  argument  in  favor  of  the  new  fixed  20-year  patent  term.   Our  interests  in 
enhancing  the  successful  transfer  of  university  technology  and  in  helping  to  keep 
the  U.S.  as  a  front-nmner  in  commercially  exploiting  new  technologies  are  not 
well-served  by  potentially  diminishing  the  useful  life  of  our  patents  in  an  effort 
to  reap  an  unquantified  benefit  from  harmonization  with  nations,  perhaps  less 
innovative,  who  stand  to  gain  from  shorter  patent  terms.   Accordingly,  we  give 
our  endorsement  to  your  bill  which  would  provide  the  patentholder  with  the 
benefit  of  a  patent  term  which  is  the  longer  of  20  years  from  the  initial  filing  date 
or  17  years  from  the  date  of  issue. 

The  Association  of  University  Technology  Managers  is  an  individual 
membership  organization  comprised  of  more  than  1200  members  throughout  the 
United  States,  Canada  and  several  foreign  coimtries.  Its  membership  includes 
both  regular  members  who  are  associated  with  tmiversities  and  teaching 
hospitals  and  associate  members  drawn  from  industrial  companies,  the  legal 
profession  and  government,  all  of  whom  have  an  interest  in  encouraging  the 
transfer  of  vmiversity-based  research  to  private  commercial  exploitation, 
generally  through  the  licensing  of  patents.  A  survey  conducted  by  AUTM  for 
fiscal  year  1993,  answered  by  158  of  the  more  than  200  research  iiwtitutions 
served  by  its  membership,  shows  that  3335  U.S.  patent  applications  were  filed  by 
the  158  institutions,  2,227  licenses  and  options  granted  to  commercial  companies, 
and  1,307  U.S.  patents  issued. 

The  Association  is  pleased  to  provide  its  supj)ort  for  H.R.  359.  As  an 
organization  committed  to  a  strong  and  viable  United  States  patent  system 
serving  all  inventors,  we  are  certainly  willing  to  contribute  the  sum  of  our 
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experience  to  you  and  your  staff  as  you  weigh  revisions  to  the  bill  in  an  effort  to 
solidify  the  support  the  entire  inventor  community.  Please  don't  hesitate  to  call 
onus. 


Senator  Robert  Dole 

Council  on  Governmental  Relations 

Association  of  American  Universities 
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GATT  Language 


Article  33  of  Uruguay  Round: 

"The  term  of  protection  shall  not  end  before  the  expiration  of  a 
period  twenty  years  counted  from  the  filing  date. " 


Section  08  of  the  GATT  implementing  legislation: 

"..  such  grant  shall  be  for  a  term  beginning  on  the  date  on 
which  the  patent  issues  and  ending  20  years  from  the  date  on 
which  the  application  was  filed  in  the  U.S. " 


Necessary  change  to  GATT  implementing  legislation: 

"..such  grant  shall  he  for  a  term  beginning  on  the  date  on  which 
the  patent  issues  and  ending  on  the  greater  of  20  years  from  the 
date  on  which  the  application  for  the  patent  was  filed  in  the 
United  States,  or  1 7  years  after  the  date  of  the  grant " 
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.Tiliin: 

The  White  House 
Conference  on  SmaU  Business 


Foundation  for  a  New  Century 

Recommendation  115 
International  Trade 

The  President  shall  direct  the  U.S.  Trade  Representative  to  lead  an 
international  effort  to  protect  the  ownership  of  intellectual  property  and  to 
ensure  adoption  of  reciprocal  uniform  standards,  centralized  filing  and  an 
efficient  international  dispute  resolution  procedure  for  registration  and 
enforcement  of  trademarks  and  trade  names,  working  with  NAFTA,  GATT 
and  other  treaty  partners.  We  further  recommend  that  Congress  protect 
international  patent  rights  in  a  way  that  takes  into  account  the  needs  of 
small  business,  including  retaining  the  patent  term  to  run  from  twenty  years 
from  date  of  application  or  seventeen  years  from  date  of  issue,  whichever  is 
longer,  that  patent  applications  remain  unpublished  until  the  patent  is 
granted,  and  that  the  patent  remains  with  the  first  to  invent  rather  that  first 
to  file. 
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Maaiacluis«tl»  InsuiuW  01  T»ciinol09y  •  FloomS-in  •  77  Massachusolts  Av«ou«  •  Car 

Licensing  of  university  inventions 

adds  more  than  $20  billion  and  150,000  jobs 

to  economy  per  year,  MIT  study  indicates 

For  Inunediatc  Release.  October  30, 1995 
Contact:   Charles  Ball 
Phone:      (617)  253-1683 


CAMBRIDGE,  Mass.— A  paper  from  the  Massachusetts  Institute  of  Technology 
Uceosing  Office— measuring  the  effects  of  licensing  of  university  inventions  on  the  economy- 
is  the  First  to  document  that  universiiy  licensing  stimulates  mvestmcnt  and  promotes  jobs  even 
before  sales  of  licensed  products. 

The  paper,  published  in  the  Journal  of  the  Association  of  University  Technology 
Managers  gathered  investment  infonnation  directly  from  MIT  licensees.  And  based  on  a  rough 
but  very  conservative  extrapolatica  to  the  entire  university  licensing  community,  calculated  that 
at  least  $2  to  $5  bUUon  per  year  has  been  invested  into  the  economy  through  Lccnsmg.  even 
before  the  first  products  are  sold. 

Using  the  figure  published  in  1994  by  the  U.S.  Census  Bureau,  that  one  research  and 
development  job  costs  a  company  on  average  $125,000  in  salary,  benefitsetc   one  can  estimate 
Sat  um^versit^-based  technology  transfer  supports  at  least  20.000  to  40,000  jobs  amiually.  agam 
even  before  the  first  sale  of  products.  ' 

A  previous  estimate  of  the  economic  effect  of  university-based  technology  Ucensing  has 
been  based  only  on  product  sales  and  resulting  royalties  and  fees,  received  by  ^J^:f-.. .      . 
universities  as  reported  to  the  Association  of  University  Technology  Managers.  This  resulted  m 
an  estimate  of  $  17  billion  in  annual  product  sales,  and  1 37.000  jobs. 

Adding  together  the  pre-production  figure  with  the  post-production  figures,  the  paper 
said  puts  the  fconomic  impL  of  university  licensing  weU  in  the  $20  bdlion  per  year  range,  plus 
contributing  weU  over  150,000  jobs  per  year  to  the  U.S.  economy. 

Focusing  on  just  the  205  active,  exclusive,  patent  Ucensees  which  formed  the  basis  of  the 
MTT  case  study^thelesearchers  calculated  that  nearly  $1  biUion  has  been  «nv«ted  into  the 
economy  through  these  licensing  companies  toward  the  commerciahzauon  of  MTT  mvenuons. 
supporting  more  than  2.000  jobs  for  an  average  of  four  and  a  half  years. 

According  to  Loti  Pressman,  the  technology  licensing  officer  who  i^^Jf '=^  thcstudy 
these  numb^n  arl  actually  an  underestimate  of  what  wiU  be  the  fuU  impact  of. ^"'^J^^"'"" 
on  tSe  economy .  since  the  average  age  of  the  Ucenses  is  less  '^'^/^^^y^^'^^.^^^,^^^^^ 
years  to  produce  economic  benefits,  and  most  of  these  compames  do  not  yet  have  a  proouct  on 
the  market. 

Ms.  Pressman  said  the  MTT  research  team  plans  to  get  back  to  these  companies  at  a  later 
"stage,  for  example  in  five  years. 
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Does  Patent  Law  Sell 
Out  Small  Inventors? 


Many  believe  the  new 
rules  favor  large 
multinationals  and 
foreign  concerns 

By  Ted  Booker 

Investor's  Business  Daily 

Has  the  Clinton  administration 
bargained  away  the  fruits  of 
America's  future  Thomas  Edisons 
and  Edwin  Lands? 


says,     most 
have 


r 


Regulation 


Under  a  deal  cut  with  Japan  last 
year,  the  administration  has  pushed 
through  some  signiHcant  changes  in 
patent  law  that  are  due  to  lake  effect  in 
June. 

The  two  most  important  changes 
make  patents  efTective  for  20  years 
Trom  the  date  of  first  application  rather 
than  the  current  1 7  years  from  the  date 
of  issue,  and  require  publication  18 
months  after  filmg  instead  of  on  issue. 

Cniics  of  these  changes  claim  they 
will  make  it  much  tougher  for  lone 
mventors  to  reum  their  intellectual 
property  nghts  and  profil  by  their 
inventions  And  they  say  the  changes 
favor  large  multinational  companies 
with  the  nnancial  muscle  and  legal 
expertise  to  uke  full  advantage  of  the 
new  system. 

What's  The  Renirn? 

Worse  still,  these  cntics  contend,  the 
new  system  will  make  it  easier  for 
foreign  firms  to  gam  access  to  Ameri- 
can Inventions,  ultimately  weakening 
the  nation's  inicrnaiional  competitive- 
ness. 


And  they  contend  America  got 
precious  little  in  return  —  an  additional 
two  months  to  translate  their  patent 
applications  into  Japanese,  if  they  seek 
a  patent  there. 

"I  think  where  it's  going  to  wreak 
havoc  is  with  what  we  might  call 
breakthrough  inventions,"  said  Robert 
Rines,  an  inventor  and  lawyer  in  New 
England. 


Historically,     Rines 
ground-breaking 
come    from    individual 
small  Anns,  not  from  large  corpora- 
tions. 

"The  problem  for  these  Small  inven- 
tors," he  said,  "is  that  they  have  a  great 
deal  of  resistance  from  the  patent  ofTice 
to  giving  them  broad  claims."  Even 
after  patents  are  granted,  their  owners 
often  have  to  go  to  court  to  enforce 
their  claims,  and  though  relatively  few 
seek  foreign  patents,  some  do  —  at 
considerable  expense. 

"If  you're  a  small  guy,  you  can't 
move  without  the  whole  world  knowing 
about  it  in  48  hours,"  observed  Salva- 
tore  J.  Monte,  president  of  Kenrich 
Petrochemicals  Inc.  in  Bayonne,  N  J. 

Monte  holds  26  patents  on  molecules 
be  invented,  including  some  used  as 
binding  agents  in  a  wide  range  of 
materials. 

Forced 


Monte  says  it  can  easily  cost  S3S,000 
to  cover  the  costs  of  translating  patent 
applications  into  all  the  appropriate 
languages  to  facilitate  a  global  filing. 
Combined  with  fiUng  and  other  fees,  he 
says  the  total  can  surpass  $250,000  — 
and  that  doesn't  count  the  litigation 
expenses  of  protecting  patent  rights. 

Rines  points  out  that  under  the  new 
publication  rule,  small  Inventors  could 
be  forced  to  disclose  their  ideas  before 
they  are  legally  protected.  Rines  says  it 
is  relatively  common  for  the  Patent  and 
Trademarks  Office  to  reject  an  inven- 
tor's initial  application,  forcing  him  to 
revise  the  ideas  it  contains  and  reapply. 

While  the  U.S.  system  of  awarding 
patents  to  the  original  inventor,  not  the 
fust  person  to  file,  will  remain  in  effect, 
Rines  says  the  new  publication  require- 
ment will  make  key  concepts  available 
to  all  before  the  inventor  has  a  chance 
to  refile  and  win  protection. 

"That's  why  the  Japanese  love  it,  and 
that's  why  the  big  companies  love  it, 
and  that's  why  the  little  guys  are 
deathly  afraid  of  it,"  Rines  said. 

Rines  and  others  who  fault  the 
changes  have  found  a  sympathetic 
audience  from  a  diverse  political  and 
ideological  spectrum  on  Capitol  Hill. 


In  the  House  of  Representatives, 
conservative  Dana  Rohrabacher,  R- 
Calif,  has  Tiled  a  bill  to  address  the 
main  concerns  of  critics.  More  than  150 
representatives  support  the  bill.  H.R. 
359,  including  some  liberal  [)emocrats. 

In  the  Senate,  Majority  Leader 
Robert  Dole,  R-Kan.,  began  pressing 
the  Clinton  administration  to  change 
course  on  the  patent  issue  last  year. 


Legislators  would  like  to  change  the 
new  rules  to  make  patent  terms  run  for 
20  years  from  date  of  filing  or  17  years 
from  date  of  issue,  whichever  is  longer. 
And  they  would  drop  the  publication 
requirement,  so  that  patent  applica- 
tions remain  secret  until  a  patent  is 


But  administration  ofTicials  contend 
these  changes  would  wash  out  a  major 
achievement  they  say  the  new  law 
would  make:  It  would  eUminate  so- 
called  "submarine  patents,"  or  applica- 
tions that  are  purposely  dragged  out  by 
inventon,  keeping  them  viable  but 
secret  sometimes  for  decades. 

Patent  Commissioner  Bruce  Lehman 
told  a  congressional  hearing  last  sum- 
mer that  some  inventors  file  patent 
applications  at  "a  very  early  stage  in 
the  development  of  a  particular  tech- 
nology," which  remain  secret.  As  the 
technology  begins  to  develop  in  the 
marketplace,  Lehman  said,  "the  people 
who  originally  filed  these  early  and 
often  very  uninformed  patents,  will 
begin  to  modify  their  claims ..." 

Once  a  long-pending  patent  does 
surface,  the  inventor  enjoys  potentially 
much  more  lucrative  claims  against 
established  suppliers  in  well-developed 
markets. 

The  purported  king  of  this  technique, 
Jerome  Lemelson,  a  lone  invenlor  who 
holds  500  patents,  won  rights  to  a 
fundamental  bar-code  technology  In 
1992,  38  years  after  he  originally  filed 
the  patent.  Lemelson  went  on  to  extract 
some  $500  million  in  settlements  from 
several  major  automakers. 
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But  in  a  rectnt  iaterview  with  Busi- 
ness Week  magazine,  Lemelson,  who  is 
71,  rejected  the  contention  that  he 
purposely  delayed  the  process.  And 
independent  research  purports  to  show 
that  Lemelson's  actions  delayed  his 
application  by  a  mere  three  years. 

Others  claim  the  issue  of  "subma- 
rine" patents  is  a  straw  dog  designed  to 
loosen  patent  protections  critical  to  the 
protot^ical    underfunded,    enticpre- 
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neurial  American  inventor. 

In  his  testimony  last  summer,  Leh- 
man cited  PTO  figures  that  show  627 
patent  applications  remained  in  the 
system  for  more  than  20  years  during 
the  period  from  1971  through  1993.  But 
Paul  Crilly,  an  aide  to  Rohrabacher, 
says  his  research  found  more  than  half 
were  owned  either  by  the  government 
(2S4)  or  by  a  government  contractor 
(74). 

While  299  patent  applications  lan- 
guished during  the  period,  Crilly  notes, 
2.3  milhon  more  were  either  approved 
or  denied.  And  Crilly  adds  that  signifi- 
cant innovations  often  took  many  years 
to  win  approval:  The  laser  took  at  least 
20  years,  and  biotechnology  inventions 
typically  take  10. 


Don  Banner,  a  patent  commissioner 
during  the  Carter  administration,  adds 
that  the  first  several  yean  after  a  patent 
is  issued  often  hold  little  reward  for 
breakthrough  inventions  because  it 
takes  time  for  industry  to  develop 
products  from  them. 

For  instance.  Banner  noted,  Qester 
Carlson,  the  inventory  of  xerography, 
"waited  eight  years  for  anyone  to  pick 
it  up." 

The  Waiting  Gum 

Rines,  who  also  teaches  a  graduate- 
level  course  on  innovation  at  the 
Massachusetts  Institute  of  Technology, 
says  MIT  students  recently  researched 
the  issue  and  found  it  typically  takes  10 
to  12  years  for  a  breakthrough  innova- 
tion to  win  patent  protection  from  the 
PTO,  and  has  for  at  least  the  last  60 
years. 

It  is  creators  of  these  inventions 
"who  are  going  to  be  worse  off  with  the 
20-year  rule,"  Rines  said. 

But  other  analysts  dispute  that  flnd- 
ing.  Anthony  Breitzman  at  CHI  Re- 
search Inc.  of  Haddon  Heights,  N.J., 
examined  the  most  highly  cited  half- 
dozen  patents  issued  in  the  past  15 
years  and  found  that  none  took  more 
than  three  years  to  issue. 

Administration  ofTicials  say  that  in 
any  case,  a  provision  in  the  revised  law 
grants  up  to  five  yean  of  patent 
extensions  when  bureaucratic  proce- 
dures delay  a  patent.  And  they  point 
out  that  the  typical  application  is 
processed  in  just  19  monttu. 

In  the  view  of  Larry  Goffney,  Leh- 
man^s  acting  deputy,  retaining  the  17- 
year  protection  from  date  of  issue 
works  against  all  Americans,  including 
individual  inventon. 

U^.  DisadvanUge 

That's  because  almost  every  other 
nation  adheres  to  the  20-year  standard, 
and  the  18-month  publication  schedule. 
So  while  American  inventon  and  firms 
would  remain  in  the  dark,  those  who 
csn  scrutinize  a  Canadian  or  British 
patent  journal,  for  example,  gain  an 
advanuge  with  patenu  filed  overseas. 

Worse,  GofTney  says,  is  the  fact  that 
after  20  yean  from  date  of  application, 
patents  will  expire  in  foreign  markets 
while  they  could  remain  in  force  in  the 
U.S.  under  the  17/20  approach. 

"That  would  mean  people  in  the  U.S. 
would  still  be  paymg  a  royalty  on 
something  that  the  rest  of  the  world  is 
using  free  and  clear,^^  Goffney  said. 
Which  means,  he  added,  "It's  the  little 
guy  that  gets  hurt" 

U.S.  inventon  who  want  to  retain 
the  present  system,  Goffney  claims,  are 
"really  trying  to  get  a  favor  from  the 
government,  welfare  for  inventon." 
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M2  SLSD-Vi     NOVEMHEk    1- 


THE     WORLD 


►  trade 


A  Policy  That  Punishes 
American  Ingenuity 


By  David  FrlMtman 

At  the  A^-PaciTic  Economic  Coop- 
enlion  roruin  in  Osaka  last  week, 
the  downsized  U^.  negotiating 
team— the  budget  crisis  kept  Bill  Clinton 
in  Washington— punued  an  international 
agenda  that  constituents  increasingly 
mistrust.  Seventy  percent  of  Americans 
now  believe  that  recent  free-trade  ac- 
cords are  harming  the  Umted  Sutea. 
Boeing's  growing  Asian  procurement— 
utterly  ignored  two  yean  ago  when 
President  Clinton  addressed  the  forum  in 
a  747  hangar— is  fueling  a  major  Labor 
dispute.  Ballyhooed  initiatives,  hke  Com- 
merce Secretary  Ronald  H.  Brown's  trip 
to  China  last  year,  do  little  but  transfer 
big-company  technology  and  manufac- 
tunng  skills  overseas  in  exchange  for 
token  royalues. 

Amencans'  growing  perception  that 
Washington's  policies  only  protect  prof- 
its, not  people,  is  fanmng  an  alarming 
extremism  on  both  the  left  and  the  nght. 
Nowhere  is  this  more  evident  than  in  a 
Utile -nouced.  but  critical  battle  being 
waged  over  US.  patent  law. 

Invention  is  one  of  the  things  America 
does  best.  By  offering  the  strongest 
patent  protection,  the  United  States  has 
stimulated  more  creativity  and  new  in- 
tfustnes  than  anywhere  else— and  an 
annual  UO-billion  intellectual-property 
trade  surplus.  Small  wonder  that  foreign 
companies,  partuularly  in  Japan  and 
Europe,  dream  of  weakening  such  laws 
and  obtaimng  breakthrough  technologies 
without  rewarding  American  inventors. 

Precisely  this  opportunity  beckoned 
when  CUnton  appointed  Bruce  A.  Leh- 
man—a Washington  lawyer  who  repre- 
sented big  companies  like  Microsoft  and 
Lotus  I>velopment  but  lacked  any  patent 
experience- to  head  the  U.S.  Patent  Of- 
fice Lehman  quickly  concluded  the  pat- 
ent system  needed  a  radical  overhaul.  To 
achieve  it.  he  cut  a  deal  with  Walarti 
Ajou.  his  Japanese  counterpart,  in  early 
1994.  a  deal  that  nay  rank  as  one  of  the 


o«t  lopsided  agreements  in  VS.  history. 

Under  the  Lehman- Asou  accord.  Japan 
illow  foreigners  to  file  patent 
in  English— provided  that 
the  much  more  expensive  Japanese  trans- 
lations that  Americans  long  complained  of 
were  also  filed  two  months  later, 
of  course,  to  additional  fees. 

In  return,  the  United  Sutes 
scrap  its  17-year  patent -protection  term, 
which  runs  from  the  day  a  patent  is 
granted,  in  favor  of  a  20-year  term 
extending  from  the  day  an  application  is 
filed— with  no  time  credited 
delays  that  might  occur  during  the  inter- 
im review  period.  This  was  followed  by  an 
agreement  between  Brown  and  Japanese 
Ambassador  Takakazu  Kuriyama,  in 
August.  1994,  that  VS.  patent  applica- 
tions would  be  publicly  opened  18  months 
after  filing,  rather  than  when  the  patent 
was  actually  granted. 

When  the  dust  settled.  Lehman  and 
Brown  had  exchanged  VS.  patent  revi- 
sKuis  that  gutted  protection  of  the  most 
complex,  time-consuming  and 
tentially  lucrauve  American 
and  handed  the  multinationals  the  early 
access  to  U.S.  technology  development 
they  had  king  craved— in  return  for  only 
the  most  trivial  administrative  conces- 
sions from  Japan. 

The  more  important  an  invention— a 
microchip  or  a  biomedical  device,  for 
example-the  longer  it  usually  ukes  for 
the  Patent  Office  to  review  an  application. 
Under  traditional  U.S^  rules,  inventors 
can  count  on  a  full  17  years  of  protection 
from  the  day  their  patents  are  granted. 
Under  the  Lehman -Brown  accords,  a 
patent  that  took  IS  years  to  grant— by  no 
means  unheard  of— would  be  entitled  to 
just  five  years  of  protection. 


tiorul  frusifiesf  eonnitting  firm,  is  on  tirtan 
ecofunntsl  and  ItOow  at  Ou  MIT-Japan  i 


to  scuttle  the  patent- 
by  the  middle  of  1994.  But 
after  the  Brown -Kuriyama  accord,  the 
Clinton  Administration  surreptitiously 
appended  language  changing  U.S.  patent 
terms  and  publication  procedures  into 
enabling  legislauon  for  the  General 
Agreement  on  Tariffs  and  Trade. 

Angry  memben  of  Congress  of  all 
political  stnpes  demanded  hearings  on  the 
patent  modifications  In  November.  1994. 


Clinton  was  forced  to  promise  not  to  veto 
any  subsequent  patent  legislation  Con- 
gress might  pass  as  a  condition  of  CATT 
approval.  But  when  a  House  bill  restoring 
the  17-year  patent  term  came  up  last 
January,  corporate  and  foreign  lobbyisu 
atucked  with  a  vengeance.  Individuals 
brave  enough  to  oppose  weakening  VS. 
patent  protecUon  were  branded  by  giant 
corporations  as  paranoid  xenophobes  unfit 
for  a  world  of  international  cooperatioa 

Yet,  suspicion  about  how  cheaply 
Washington  values  the  economic  Inter- 
ests of  ordinary  dluens  is  more  than 
justified.  Former  Sen.  Bob  Packwood's 
recently  released  diaries,  for  example, 
detail  how  he  willingly  ambushed  an 
American  inventor,  during  1989  hearings 
PImm  •«  PATENT,  M« 
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Patents 


Teresa  Riordan 


A  proposal  to  roll  back  a  change  in  patent  law  is 
gaining  support,  and  generating  debate. 


Washington 

HE  may  appear  to  be  just  an- 
other unassuming  aide  toiling 
anonymously  in  a  cramped 
warren  of  the  Raybum  House  Office 
Building  on  Capitol  Hill.  But  Paul  B. 
Crilly  has  fashioned  himself  as  a 
savior  of  sorts  for  independent 
American  inventors. 

Dr.  Crilly,  a  professor  of  electrical 
engineering  at  the  University  of  Ten- 
nessee, is  spending  a  fellowship  in 
the  office  of  Representative  Dana 
Rohrabacher,  Republlcaji  of  Califor- 
nia. Together,  they  have  managed  to 
generate  enormous  enthusiasm  for 
an  otherwise  somnolent  issue  by 
casting  it  as  nothing  less  than  a 
quest  to  preserve  that  mythic  figure, 
the  independent  American  inventor. 

Patent  legislation  is  so  obscure 
that  it  is  normally  sponsored  by  a 
handful  of  House  members  who  hap- 
pen to  sit  on  the  intellectual  property 
subcommittee  of  the  Judiciary  Com- 
mittee. But  six  weeks  ago  Repre- 
sentative Rohrabacher  introduced  a 
bill  that  would  roll  back  a  major 
patent  change  included  in  the  Gen- 
eral Agreement  on  Tariffs  and 
Trade  legislation  passed  in  Decem- 
ber. Already  the  Rohrabacher  bill 
has  123  co-sponsors  —  more  than  a 
quaner  of  the  House  of  Representa- 
tives. TTwse  who  have  signed  on 
range  from  conservative  Republi- 
cans like  Henry  J.  Hyde  of  Illinois  to 
liberal  Democrats  like  Barney 
Frank  of  Massachusetts. 

The  CATT  legistotlon,  scheduled 
to  take  effect  on  June  8,  will  change 
the  way  that  the  lifetime  of  a  patent 
has  been  calculated  for  more  than  a 
century.  A  patent  is  currently  vali<J 
for  17  years  from  the  date  Issued; 
under  the  new  system,  a  patent  will 
be  valid  for  20  years  from  the  date  of 
application,  regardless  of  how  long  It 
takes  to  be  issued. 

Representative  Rohrabacher's 
bill  would  give  the  inventor  whichev- 
er term  turned  out  to  be  kmger: 
either  17  years  from  the  date  of 
issuance  or  20  years  from  the  date  of 


This  may  seem  like  insignificant 
tinkering,  but  the  changes  would  sig- 
nificantly affect  the  strategies  of 
lone  inventors  and  large  corpora- 
tions seeking  to  protect  their  Intel- 
lectual property. 

Experis  on  both  sides  of  the  issue 
acknowledge  that  the  numbers  arc 
slippery,  but  Patent  Office  officials 
contend  that  the  average  patent  is 
issued  19.5  months  after  the  date  of 
application;  thus,  they  argue,  the 
average  patent  Issued  under  the  new 
roles  will  have  a  longer  life  than  the 
average  patent  issued- under  the  old 
rales. 

"Thai's  like  saying  the  average 
letter  takes  two  days  to  get  from 
here  to  New  York,"  said  Dr.  Crilly, 
who  holds  three  patenu  himself. 
"But  what  about  the  exception  to  the 
rule:  the  guy  whose  letter  takes  four 
months  to  get  there?  We  want  statu- 
tory protection  for  him." 

Orville  Litzsinger,  vice  president 
of  the  Alliance  for  American  Innova- 
tion Inc,  a  Washington-based  com- 
pany representing  Independent  in- 
ventors, said  Dr.  Crilly  had  done  "an 
outsunding  Job"  In  bringing  the  Is- 
sue to  the  attention  of  Congress. 

"The  20-year  term  will  put  inven- 
tors out  of  business  because  they 
won't  be  able  to  get  Investors,"  he 
said.  "A  financial  angel  isn't  going  to 
risk  his  money  if  he  doesn't  know  for 
sure  what  the  patent  is  going  to  be." 

Last  week,  the  Patent  Office  held 
standing-room-only  hearings  on  the 
20-year  system  and  on  an  important 
related  proposed  change  that  would 
result  in  the  publishing  of  patent 
applications  18  months  after  they 
first  reach  the  Patent  Office,  regard- 
less of  whether  they  have  been  Is- 
sued or  not  Currently,  applications 
in  the  United  Sutes  are  kept  secret 
until  a  patent  is  Issued. 

Both  these  measures  are  part  of  a 
bilateral  agreement  that  the  United 
States  reached  with  Japan  last  year. 
In  exchange  for  these  changes.  Ja- 
pan promised  to  accept  patent  appli- 
cations lit  English  and  to  make  other 


Japanese  officials,  as  well  as  most 
large  American  companies,  contend 
that  such  changes  are  necessary  to 
eliminate  "submarine"  patents.  Un- 
der the  current  system,  an  inventor 
can  without  penalty  delay  his  or  her 
application  within  the  Patent  Office 
for  years  and  even  decades  so  that 
the  patent  is  not  issued  until  the 
technology  becomes  widely  used,  en- 
abling the  inventor  to  maximize  roy- 
alties. Under  the  20-year  system,  the 
tonger  a  patent  applicant  —  or  the 
Patent  Office  itself  —  delays,  the 
shorter  the  term  of  the  patent 

Dr.  Crilly  said  he  was  not  a  shill 
for  those  wanting  to  preserve  sub- 
marine patents.  "If  you  intentionally 
delay  the  process,  you  should  be 
called  on  the  carpet,"  he  said. 
"We're  very  open  to  ideas  for  legis- 
lation to  limit  abuse." 

But  Robert  A.  Armltage,  president 
of  the  American  Intellectual  Prop- 
erty Law  Association,  contends  that 
under  the  Rohrabacher  legislation, 
"nobody  would  ever  issue  a  patent 
until  they  were  ready  to  bring  an 
Infringement  lawsuit" 

"You  wouldn't  have  any  Incentive 
to  let  your  patent  issue  until  your 
competitor  had  built  his  plant  and 
was  cranking  out  the  product,"  Mr. 
Armltage  said.  "Then  you  would  hit 
him  with  an  Infringement  suit 
You've  got  to  have  some  sort  of 
Incentive  to  have  people  act  diligent- 
ly to  get  their  patent  Probably  the 
simplest  incentive  Is  the  20-year- 
from-filing  system." 

Although  Bob  Dole,  the  Senate  ma- 
jority leader,  has  Introduced  a  Sen- 
ate bill  similar  to  Representative 
Rohrabacher's,  many  patent  experts 
say  they  expect  the  Senate  will  view 
the  Idea  more  skeptically. 

"It's  surprising  to  me  that  this 
legislation  has  moved  through  Con- 
gress as  swiftly  as  it  has,"  said  Rich- 
ard Linn,  a  lawyer  who  heads  the 
intellectual  property  department  at 
Maries  A  Murase  LLP.,  a  Washing- 
ton law  firm.  "But  I  think  the  Senate 
is  going  to  take  a  harder  look  at  this 
than  the  House  has." 
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TESTIMONY  OF  CHUCK  LUDLAM,  VICE  PRESroEiNT  FOR 
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APRIL  25,  1996 

EXECUTIVE  SUMMARY 

BIO  will  support,  and  will  urge  others  to  support,  the  new  20  year  patent  term  if 
legislative  safeguards  are  adopted  which  ensure  that  dOIgeot  patent  applicants  are  not 
penalized  for  delays  wlikli  are  beyond  tfadr  controL 

H.R.  1733  and  S.  1540,  introduced  by  CongFessman  Carlos  Moorhead  and  Senator 
Onin  Hatch,  respectively,  include  some  safeguards,  which  BIO  supports.  The  Patent  and 
Trademark  Office  (PTO)  has  suggested  tfjat  odier  safeguards  might  be  added 
administratively  and  BIO  pix^ioses  that  tbey  be  written  into  the  legislation.   Finally,  this 
testimony  outlines  BIO's  own  amendments,  which  complete  the  reform  package  and  provide 
the  final  measure  of  insurance  for  diligent  patent  applicants. 

With  these  amendments  we  believe  diat  all  legitimate  issues  about  the  new  20  year 
term  will  have  been  resotved  and  diat  diere  would  be  no  need  to  set  a  minimum  17  year 
patent  term  from  grant   H.R.  1733  and  S.  1540  widi  tbe  BIO  amendments  mean  that  patent 
applicants  who  are  willing  to  dOigendy  prosecute  their  patent  applications  will  be  able  to 
secure  a  patent  term  of  at  least  17  years.   If  they  arc  dilatory  in  their  prosecudon,  they  will 
end  up  with  a  shorter  patent  term,  but  they  will  have  no  excuses  and  no  basis  for  complaint 

This  testimony  oudines  four  ^wcific  amendments  to  H.R.  1733  and  S.  1540  and  the 
GATT  implementing  law  which  wiU  provide  ftill  patent  term  for  biotechnology  companies 
and  other  inventors.   These  amendments  replace  the  PTO's  discretion  regarding  patent  term 
extension  with  objective,  statutory  language.  They  enact  into  law  die  substance  of  the  PTO's 
own  proposal  of  October  31,  1995,  for  limiting  its  discretion.  The  assurance  provided  by 
statutory  language  will  help  to  ensure  diat  diis  bill  can  be  enacted  into  law. 

We  believe  that  there  is  now  only  one  of  these  amendments  with  respect  to  which  a 
consensus  has  not  yet  been  reached  -  lifting  die  cap  on  compensation  which  will  be  provided 
to  an  applicant  which  loses  patent  term  due  to  delays  causes  by  an  interference.   This 
testimony  explains  in  detail  how  applicants  can  lose  patent  term  due  to  interferences,  why  an 
applicant  cannot  control  die  time  lost  in  an  interference,  and  die  incentive  which  a  five  or  ten 
year  cap  provides  to  an  applicant's  competitors  to  seek  to  reduce  die  patent  term  which  is 
eventually  granted  to  die  applicant 

We  believe  diat  no  amendments  to  die  patent  term  can  be  enacted  which  do  not 
provide  real  and  comprehensive  protections  for  diligent  patent  applicants.   Any  set  of 
amendments  which  permit  some  diligent  applicants  to  lose  patent  term  will  simply  confirm 
the  arguments  of  diose  who  argue  diat  die  only  solution  to  die  problem  is  to  return  to  a 
guaranteed  17  year  minimum  patent  term  from  grant 

There  may  be  no  mduary  which  is  more  sensitive  to  die  lengdi  of  die  term  of  a  patent 
dian  die  biotechnology  industry.   Any  law  which  undermines  die  ability  of  biotechnology 
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companies  to  secure  parents  with  a  full  term  undermines  funding  for  research  on  deadly, 
disabling  and  costly  diseases.    Capital  will  not  be  invested  in  biotechnology  companies  if  they 
are  not  able  to  secure  intellectual  property  protection  to  ensure  that  they  have  a  full  term  for 
a  patent  in  which  to  recoup  the  substantial  investments  they  must  make  in  developing  a 
product  for  market.   This  is  why  BIO  has  been  so  active  in  seeking  a  fair  resolution  of  the 
patent  term  controversy  which  can  be  enacted  into  law. 

Following  are  two  outlines  of  the  amendments  to  H.R.  1733  and  S.  1540  proposed  by 
BIO  -  a  narrative  and  side-by-side  summary  -  and  an  index  to  this  testimony. 
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Outline  of  Amendments  Proposed  by  BIO 
(Narrative) 

In  this  statement  BIO  proposes  four  amendments  to  H.R.  1733  and  S.  1S40.    These 
amendments  would  ensure  that  the  patent  tenn  for  biotechnology  inventions  is  not  eroded  due 
to  delays  for  which  the  government,  not  the  patent  applicant  or  holder,  is  responsible. 
Following  is  an  outline  of  these  amendments: 

Amendments  to  H.R.  1733  and  S.  1540  (GATT  Patent  Term) 


*  1.  Cap  on  Compeiisation  for  Delay:  Provide  full  compensation  to  patent  applicants 
for  delays  due  to  secrecy  arders,  interferences,  and  appeals.   Filiminate  the  five  year  cap  that 
was  included  in  P.L.  103-465  (GATT  inq>lementing  act)  and  the  ten  year  a  cap  that  is 
proposed  in  H.R.  1733  and  S.  1540.  A  cap  of  any  specified  number  of  years  is  a  arbitrary 
and  unfair  where  the  issuance  of  a  patent  is  delayed  due  to  appeals,  secrecy  orders,  or 
interferences. 

*  2.  Compensatioii  for  MisceOaneoas  Delays:  Set  a  cumulative  time  limit  for  actions 
on  the  part  of  the  PTO  of  two  years  and  provide  full  compensation  to  patent  applicants  for 
delays  which  exceed  this  limiL  This  provides  an  objective  standard  to  determine  whether 
PTO  actions  constitute  'unusual  administrative  delay.' 

*  3.  Clock  Starting  and  Ending  Points  and  Partial  Success  on  Appeal:  Clarify  the 
starting  and  ending  points  for  tbe  calculation  of  delays  where  extensions  are  available  for 
secrecy  orders,  interferences,  and  appeals  and  clarifies  that  compensation  is  provided  where 
applicant  is  partly  successful  on  i 


*         4.  Rolling  Over  Vateal  Term  Extensions:  Provide  for  rolling  over  extensions  into  a 
subsequently  filed  applications  where  tbe  same  invention  is  prosecuted  in  bodi  applications. 
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Outline  of  Amendments  Proposed  by  BIO 
(Side-by-Side) 


P.L.  103-465 

GATT  Patent  Tenn  Law 


H.R.  1733/S.  1540 


BIO  Amendment 


Patent  term  set  at 

20  yean  from  Application 

filing.  Same 


Same 


Provides  5  years  of 
compensation  for  delays 
due  to  appeals,  interfer- 
ences, and  secrecy 
orders 


Provides  10  years 


1.  Compensation  for 
fiiil  time  of  delay 


No  patent  term  exten- 
sion for  administrative 
delays 


Extensions  for  'unusual 
administrative  delays"  as 
promulgated  La  rules  by 
the  Commissioner 


No  statutory  end  points  No  statutory  end  points 

for  delays  due  to  secrecy  for  delays  due  to  secrecy 

orders,  interferences,  and  orders,  interference,  and 

appeals.  appeals. 


2.  Extensions  for  delay 
beyond  two  years  of 
cumulative  time  on  the 
part  of  the  PTO. 

3.  End  points  stated  for 
appeals,  interferences 
and  secrecy  orders. 


Unclear  if  extensions  can  Unclear  if  extensions  can 
be  rolled  into  new  appli-  be  rolled  into  new  appli- 
cations, cations. 


4.  Extensions  can  be  rolled 
into  applications  involving 
same  invention. 


No  extensions  for  appli- 
cations with  terminal  dis- 
claimers. 


No  extensions  for  appli- 
cations with  terminal  dis- 
claimers. 


Extensions  available  to  all 
applicants. 
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APRIL  25,  1996 


My  name  is  Chuck  Ludlam'  and  I  am  Vice  President  for  Government  Relations.   I 
appreciate  the  oppommity  to  appear  here  today  to  testify  on  behalf  of  (he  Biotechnology 
Industry  Organization  (BIO)^  regarding  H.R.  1733,  S.  1540,  the  Dole-Rohrabacher  bills,  and 
the  patent  term  for  biotechnology  and  other  inventions. 

The  Bottom-Line 

As  all  entrepreneurs  must  do,  we  should  start  with  the  bottom  line:  the  biotechnology 
industry  and  BIO  will  support,  and  wiH  urge  others  to  support,  tlie  new  20  year  patent  term 
if  safeguards  are  adopted  which  ensure  that  dOigent  patent  applicants  are  not  penalized 
for  delays  which  are  beyond  their  control.   H.R.  1733  and  S.  1540  include  some 
safeguards.   The  Patent  and  Trademaric  Office  (PTO)  has  stated  that  it  will  provide  additional 
safeguards  administratively  which  we  propose  be  codified  in  the  language  of  the  bill  and 
strengthened  with  the  BIO  amendments. 

With  the  adoption  of  these  bills  with  the  BIO  proposed  amendments  we  believe 


'  Mr.  Ludlam  has  served  as  BlO's  Vice  President  for  Government  Relations  since  BIO 
was  founded  in  July,  1993.  Prior  to  this  he  served  as  legal  counsel  to  House  and  Senate 
Committees  and  Subcommittees  iirom  1975-1979  and  1982-1993,  counsel  to  the  White  House 
from  1979-1981,  and  trial  attorney  at  the  Federal  Trade  Commission  from  1972-1975. 

^  BIO  is  the  international  trade  organization  to  serve  and  represent  the  emerging 
biotechnology  industry  in  the  United  Stares  .ind  around  the  globe.    As  the  leading  voice  for 
the  biotechnology  industry,  BIO  repTcseiif.  over  560  companies,  academic  institution,  state 
biotechnology  centers  and  related  organizations  in  47  states  and  more  than  20  nations 
engaged  in  the  development  of  products  and  services  in  the  areas  of  agriculture,  biomedicine, 
diagnostics,  food,  energy  and  environmental  applications. 
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that  all  legitimate  issues  about  the  new  20  year  term  will  have  been  resolved  and  that 
there  would  be  no  need  to  set  a  minimum  17  year  patent  term  from  grant.    H.R.  1733 
and  S.  1540  with  the  BIO  amendments  means  that  patent  applicants  who  are  willing  to 
diligently  prosecute  their  patent  applications  will  be  able  to  secure  a  patent  term  of  at  least  17 
years.    If  they  are  dilatory  in  their  prosecution,  they  will  end  up  with  a  shorter  patent  term, 
but  they  will  have  no  excuses  and  no  basis  for  complaint. 

To  be  clear,  the  guaranteed  minimum  17  year  patent  term  would  resolve  all  of  our 
concerns.   The  amendments  we  propose  to  the  20  year  term  would  achieve  the  same  result 
while  not  opening  up  opportunities  for  late-issue,  submarine  patents,  but  they  are  presented 
as  an  integrated  and  comprehensive  package.   All  of  these  amendments  must  be  adopted  to 
ensure  that  the  20  year  term  will  not  erode  the  patent  term  for  diligent  applicants.   We  are 
open  to  different  technical  formulations  of  these  amendments  to  the  20  year  term,  but  the 
critical  issue  is  whether  taken  as  a  whole  the  amendments  protect  diligent  ^jplicants.   If  they 
do  not,  then  the  only  available  alternative  becomes  the  guaranteed  minimum  17  year  term. 

We  believe  that  then  is  now  only  one  of  these  amendments  with  respect  to  which 
a  consensus  has  not  yet  been  reached  -  lifting  the  cap  on  compensation  which  will  be 
provided  to  an  applicant  which  loses  patent  term  due  to  delays  causes  by  an  interference. 
This  testimony  explains  in  detail  how  applicants  can  lose  patent  term  due  to  interferences, 
why  an  applicant  cannot  control  the  time  lost  in  an  interference,  and  the  incentive  which  a 
five  or  ten  year  cap  provides  to  an  applicant's  competiton  to  seek  to  reduce  the  patent  term 
which  is  eventually  granted  to  the  applicant 

We  believe  that  no  amendments  to  the  patent  term  can  be  enacted  which  do  not 
provide  real  and  comprehensive  protections  for  diligent  patent  applicants.    Any  set  of 
amendments  which  permit  some  diligent  applicants  to  lose  patent  term  will  simply  confirm 
the  arguments  of  those  who  argue  that  the  only  solution  to  the  problem  is  to  return  to  a 
guaranteed  17  year  minimum  patent  term  from  grant. 

There  may  be  no  industry  which  is  more  sensitive  to  the  length  of  the  term  of  a  patent 
than  the  biotechnology  industry.  The  rate  of  investment  in  research  and  development  in  this 
industry  is  higher  than  in  any  other  industry.   Any  law  which  undermines  the  ability  of 
biotechnology  companies  to  secure  patent  protection  for  a  full  term  undermines  funding 
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for  research  oo  deadly,  disabling  and  costly  diseases.   Capital  will  not  be  invested  in 
biotechnology  companies  if  they  are  not  able  to  secure  intellectual  property  protection  to 
ensure  that  they  have  a  full  term  for  a  patent  in  which  to  recoup  the  substantial  investments 
they  must  make  in  developing  a  product  for  mark^   This  is  why  BIO  has  been  so  active  in 
seeking  a  fair  resolution  of  the  patent  term  controversy. 

The  concern  arises  from  a  20  year  patent  term  measured  from  the  date  of 
application  for  a  patent.  The  patent  system  in  effect  prior  to  the  enactment  of  the  GATT 
implementing  legislation  provided  for  a  17  year  patent  term  measured  from  the  date  a 
patent  is  granted.   It  is  easy  to  see  that  if  the  patent  application  process  takes  more  than 
three  years,  an  inventor  under  a  20  year  term  could  end  up  with  a  patent  of  term  of  less  than 
17  years  from  giant.  The  critical  issue  becomes  how  long  it  takes  the  PTO  to  process  a 
patent  application  and  whether  the  applicant's  patent  term  will  be  less  than  17  years  when  the 
processing  time  at  the  PTO  exceeds  three  years.  Without  safeguards  to  protect  the  applicant 
from  delays  which  are  beyond  his  contrtri,  it  is  certainly  possible  for  the  applicant  to  end  up 
with  a  patent  term  of  less  than  17  years.  This  is  how  a  20  year  term  can  be  less  than  a  17 
year  term. 

To  ensure  that  the  new  20  year  term  does  not  penalize  diligent  patent  applicants,  BIO 
proposes  four  specific  amendments  to  H.R.  1733  and  S.  1S40,  and  subsection  lS4(b)  of 
Public  Law  103-465,  the  GATT  implementing  AcL  The  terms  and  rationale  for  these 
amendments  are  outlined  in  detail  in  this  statement 


Patents  and  Capital  For 

To  understand  our  industry's  position  on  the  patent  term  issue,  you  need  to 
understand  one  simple  fact  about  die  biotechnology  industry;  most  of  our  firms  fund  research 
on  deadly  and  disabling  diseases  from  equity  capital,  not  revenue  from  product  sales. 
Without  investors  taking  the  risk  of  buying  die  stock  of  our  companies,  much  of  our  vital 
research  would  end.   Almost  widiout  exception  our  industry  cannot  borrow  capital.   Our 
principal,  and  for  most  of  us  our  only,  source  of  capital  is  equity  capital. 

Intellectual  property  protection  is  cridcal  to  die  ability  of  die  biotechnology  industry 
to  secure  funding  for  research  because  it  assures  investors  in  the  technology  diat  they  will 
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have  the  first  opportunity  to  profit  from  their  investment.   Without  adequate  protection  for 
biotechnology  inventions,  investors  will  not  provide  capital  to  fund  research.   There  is 
substantial  risk  and  expense  associated  with  biotechnology  research  and  investors  need  to 
know  that  the  inventions  of  our  companies  cannot  be  pirated  by  our  competitors.   Therefore, 
less  patent  protection  means  lees  biomedical  research  on  deadly  and  costly  diseases  because 
there  will  be  less  time  to  recoup  the  investment  and  make  a  profit. 

A  June  1994  report  by  Dr.  David  H.  Austin  of  Resources  for  the  Future*  specifically 
documents  the  vital  economic  importance  of  intellectual  property  protection  and  its 
relationship  to  research  expenditures,  including  the  value  of  patents,  and  their  effect  on 
competing  companies  and  on  the  biotechnology  industry  in  particular. 

The  results  of  Dr.  Austin's  study  indicate  that  there  is  a  significant  reaction  in  the 
stock  market  when  certain  broad  types  of  patents  issue.  When  a  patent  is  listed  in  the  Wall 
Street  Journal,  it  positively  affects  the  value  of  the  stock  for  the  company  receiving  the 
patent,  and  negatively  affects  the  stock  price  of  competitors  to  that  company.   Dr.  Austin 
defines  a  "significant"  increase  in  valuation  as  $1.7  million  on  a  company  capitalized  at  an 
average  of  $400  million.  The  report  found  that  there  is  a  positive  correlation  between  stock 
price,  when  a  patent  is  filed  and  issued,  and  research  and  development  expenditures.   In 
addition,  the  report  indicates  that  the  granting  of  an  important  patent  appears  to  raise  the  net 
value  of  the  entire  industry.  These  findings  are  consistent  with  the  March  20  Washington 
Post  article  entitled  "A  Biotech  Company  is  Granted  Broad  Patent  and  Stock  Jumps."* 

Intellectual  property  protection  for  biotechnology  inventions  is  particularly  important 
as  the  amount  of  capital  biotechnology  firms  must  raise  is  so  large.  The  biotechnology 
industry  is  one  of  the  most  research  intensive  industries  in  the  civilian  manufacturing  sector. 
The  average  biotechnology  company  spends  $71,000  per  employee  on  research,  mote  than 
nine  times  the  U.S.  corporate  average  of  $7,650.     In  a  1995  survey  by  Business  Week,  the 
top  five  firms  in  the  U.S.  in  terms  of  research  expenditures  per  employee  were  biotechnology 


'  'EsHmating  Patent  Value  and  Rivalry  Effects:  An  Event  Study  of  Biotechnology  Patents,"   Dr.  David  H. 
Austin.  Fellow  at  Resources  for  the  Future  (RFF)CWashington.  D.C.),  Discussion  Paper  94-36  (June  1994). 

*  The  patent  was  granted  to  Genetic  Therapy  Inc.  of  Caithersburg,  Maryland  for  ex  vivo  gene  therapy. 
GTl's  stock  jumped  17%  the  day  after  the  patent  was  | 
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companies:    Biogen  (5210,724),  Genetics  Insrimte  (SI  14.943).  Genentech  (SI  12.030). 
Immunex  (S102,719).  and  Amgen  ($91,266).  Ernst  &  Young*  reports  that  biotechnology 
companies  spent  $7.7  billion  on  research  and  development  in  1995,  up  eight  percent  over 
1994. 

We  must  sustain  investor  interest  over  a  very  long  holding  period.   Bringing  a  biotech 
drug  product  to  the  market  today  is  both  a  lengdiy  and  expensive  process.   From  the  initial 
testing  of  the  drug  to  final  approval  from  the  Food  and  DT\ig  Administration  can  take  7-12 
years,  and  this  process  can  cost  anywhere  firom  S150  to  $359  million.   Both  the  length  and 
cost  of  this  process  are  a  tremendous  impediment  for  small  biotechnology  companies 
attempting  to  bring  a  product  to  the  mariceL 

Today,  because  of  strong  intellectual  property  protection  and  investor  confidence,  the 
biotechnology  industry  consists  of  more  than  1,300  companies,  of  which  260  are  publicly 
traded.   The  overwhelming  m<gority  of  companies  in  this  industry  have  500  or  fewer 
employees  and  less  than  five  percent  are  profitable.  The  industry  cunendy  employs  over 
108,0(X)  people  in  high-skill,  high-wage  jobs,  a  five  percent  increase  over  1994.  There  are 
currently  34  biotechnology  therapeutics  and  vaccines  on  the  market   Ernst  &  Young  reports 
that  there  are  270  in  human  clinical  development,  but  there  are  over  2,000  in  early  research 
stages.   All  of  this  research  is  dependent  on  strong  intellectual  property  protection.   You 
must  remember  that  the  biotechnology  industry  did  not  exist  twenty  years  ago  and  without 
strong  intellectual  property  protection  it  would  not  exist  today. 

This  is  a  particularly  sensitive  time  for  die  industry.  The  biotechnology  industry 
experienced  a  net  loss  of  $4.6  billion  in  1995,  and  has  lost  over  $12  billion  in  the  last  three 
years.    A  September  1995  Ernst  &  Young  report  finds  that  biotech  companies,  on  average, 
have  16  months  of  capital  left  at  their  current  bum  rates  (the  rate  at  which  capital  is  being 
expended),  a  36  percent  decrease  firom  1994.*  According  to  a  March  1994  report  by  Dr. 
Robert  Goldberg  of  the  Gordon  Public  Policy  Center  at  Biandeis  University,  75  percent  of 


'a  fiscal  year  for  Ernst  &  Young  is  ftom  July  I  tfarough  June  30.   Utetefoie.  1995  indicates  July  1.  1994 

through  June  30,  1995. 

*  'Biotech  96:  Purging  Sustainabiiity,*  lOlii  Anniveisafy  Edition,  Enist  and  Young  (September  1995). 
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biotechnology  companies  have  2  or  fewer  yean  of  capital  left.'  Emst  &  Young  estimates 
that  there  are  1,308  companies.    If  75  percent  have  two  or  fewer  years  of  capital  left  at  their 
current  bum  rates,  a  staggering  981  companies  would  need  to  return  to  the  market  for  more 
capital. 

This  Congressional  action  on  intellectual  property  protection  for  biotechnology 
inventions  will  have  a  critical  impact  on  whether  these  companies  survive  to  continue  their 
life-saving  and  life-enhancing  research  or  fold  at  a  time  when  inadequate  federal  funds  are 
available  to  continue  this  research. 

International  Competitiveness  and  Foreign  Competition 

The  United  States  currently  has  the  dominant  biotechnology  industry  when  compared 
with  any  other  country  in  the  world.   Precisely  because  the  U.S.  is  preeminent  in  the  field  of 
biotechnology,  it  has  become  a  target  of  other  country's  industrial  policies.   In  1991,  the 
Office  of  Technology  Assessment  (OTA)  found  that  Australia,  Brazil,  Denmark,  France, 
South  Korea  and  Taiwan  (Republic  of  China)  all  had  targeted  biotechnology  as  an  enabling 
technology.   Furthermore,  in  1984,  the  OTA  identified  Jqjan  as  the  major  potential 
competitor  to  the  United  States  in  biotechnology  commercialization.' 

The  OTA  also  identified  the  manner  in  which  Japan  had  targeted  biotechnology.  The 
report  stated,  'In  1981,  the  Ministry  of  International  Tnide  and  Industry  (MTTI)  designated 
biotechnology  to  be  a  strategic  area  of  science  research,  marking  the  first  official 
pronouncement  encouraging  the  industrial  development  of  biotechnology  in  J^jan.  Over  the 
next  few  years,  several  ministries  undertook  programs  to  fiind  and  support  biotechnology." 
One  of  the  Japanese  ministries,  the  Ministry  of  Health  and  Welfare  (MHW),  instituted  a 
policy  whereby  existing  drugs  would  have  their  prices  lowered,  while  allowing  premium 


'  'Price  Controls  and  the  Future  of  Biotechnology:  The  Results  of  a  Survey,'  Dr.  Robert  Goldberg.  Senior 
Research  Fellow,  Gordon  Public  Policy  Center,  Brandeis  University  (March  1994).   The  1996  edition  of  Facts 
&  Figures  by  the  Biotechnology  Industry  Organimion  reports  the  average  falling  to  16  axmths  from  25  nxMths 
from  1994  to  1995  . 

'  U.S.  Congress,  Office  of  Technology  Assessment.  Biotechnology  in  a  Global  Economy  243  (October 
1991). 


pnces  for  innovative  or  important  new  drugs,  thus  forcing  companies  to  be  innovative  and  to 

seek  larger  markets.' 

It  is  widely  recognized  that  the  biotechnology  irdustry  can  make  a  substantial 

contribution  to  U.S.  economic  growth  and  improved  quality  of  life.   For  example: 

0         The  National  Critical  Technologies  Panel,  established  in  1989  within  the  White  House 
Office  of  Science  and  Technology  Policy  by  an  Act  of  Congress,""  calls  biotechnology 
a  "national  critical  technology"  that  is  "essential  for  the  United  States  to  develop  to 
further  the  long-term  national  security  and  economic  prosperity  of  the  United 
States."" 

0         The  private  sector  Council  on  Competitiveness  also  calls  biotechnology  one  of  several 
"critical  technologies"  that  will  drive  U.S.  productivity,  economic  growth,  and 
competitiveness  over  the  next  ten  years  and  perhaps  over  the  next  century." 

o         The  United  States  Congress'  Office  of  Technology  Assessment  calls  biotechnology  "a 
strategic  industry  with  great  potential  for  heightening  U.S.  international  economic 
competitiveness."  OTA  also  observed  that  "the  wide-reaching  potential  applications 
of  biotechnology  lie  close  to  the  center  of  many  of  the  world's  major  problems  - 
malnutrition,  disease,  energy  availability  and  cost,  and  pollution.  Biotechnology  can 
change  both  the  way  we  live  and  the  industrial  community  of  the  21st  century."" 

0         The  National  Academy  of  Engineering  characterizes  genetic  engineering  as  one  of  the 
ten  outstanding  engineering  achievements  in  the  past  quarter  century.'* 

The  competitiveness  of  the  U.S.  biotechnology  industry  means  that  U.S.  patients  with 


U.S.  Congress,  Office  of  Technology  AwuiuriH.  Biotechnology  in  «  Global  Econojv  244-245  (October 
1991). 

'°  National  Competitiveness  Tedmology  Tiansfer  Act.  Pub.  L.  No.  101-189,  103  Stat.  1352  (42  U.S.C. 
56681  et  scq.). 

' '  White  House  Office  of  Science  and  Technology  Policy.  Report  of  the  National  Critical  Technologies 
Panel  7(1991). 

'^  Council  on  Competitiveness,  taininy  New  Ground:  Technology  Priorities  for  Amefica's  Future  6 
(1991). 

'^  U.S.  Congress.  Office  of  Technology  Assessment.  New  Developments  in  Biotechnology:  U.S. 
Investment  m  Biotechnology-Special  Report  27  (July  1988). 

'*  National  Academy  of  Engineering,  Engineering  and  the  Advancement  of  Human  Welfare:  10 
Outstanding  Achievements  1964-1989  2  (1989). 
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rare  deadly  and  disabling  diseases  have  hope.    It  means  that  they  can  look  to  American 
biotech  companies  to  develop  the  therapies  and  cures  which  will  ease  their  suffering. 

One  of  the  great  strengths  of  the  U.S.  biotechnology  industry  is  the  intellectual 
property  protection  afforded  to  biotech  inventions.  The  U.S.  is  widely  acknowledged  to  have 
the  strongest  patent  protection  in  the  world.   It  is  critical  for  the  U.S.  to  continue  to  set  the 
highest  standards  for  intellectual  property  protection  and  to  strengthen  one  of  the  pillars  on 
which  our  biotechnology  industry  rests. 

liing  Admintorativi'  Delays  are  rnrnmnn  for  BiotechnologY  Patents 

Despite  the  importance  of  patents  to  the  biotechnology  industry  and  the  acknowledged 
importance  of  this  industry  to  U.S.  competitiveness,  applicants  for  patents  on  biotechnology 
inventions  -  from  the  National  Institutes  of  Health,  university  and  foundation  grantees  of 
NTH,  independent  research  foundations,  and  the  biotechnology  and  pharmaceutical  industries 
-  experience  unusually  long  administrative  delays  in  the  processing  of  patent  applications  at 
the  pro.   Although  the  PTO  has  taken  steps  to  address  some  of  the  causes  of  these 
problems,  pendency  as  measured  by  the  PTO  has  yet  to  be  reduced  by  these  steps.  The  PTO 
actually  reported  an  increase  in  pendency  of  ^jplications  within  the  biotechnology  group  last 
year  compared  to  the  previous  year.''  Although  BIO  applauds  the  significant  steps  that  the 
PTO's  biotechnology  group  has  taken  to  speed  the  issuance  of  patents-  these  steps  have  not 
yet  helped  eliminate  the  delays. 

Under  the  new  20  year  GATT  patent  term  measured  from  the  date  of  j^lication  - 
not  the  date  of  the  grant  of  a  patent  -  biotechnology  inventors  will  see  a  decreased  patent 
term.   Professor  Lemely  from  the  University  of  Texas  School  of  Law  studied  the  effect  of 
the  GATT  changes  on  the  patent  term.   He  studied  recently  issued  patents  issued  to  various 
industries  and  concluded  that,  although  most  industries  gain  patent  term,  he  could  not  say 
this  for  biotechnology  industry.   Although  Professor  Lemley  did  not  make  any  conclusions 
regarding  the  patent  term  of  biotechnology  inventions  (one  way  or  the  other),  the  data 
presented  in  his  paper  makes  it  quite  clear  that  biotechnology  industry  would  have  patents 


'^e  1996  Faas  <t  Figures  by  the  Biotechnology  Industry  Organization. 
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that  loose  patent  term'*.    Professor  Lemley  states: 

Under  the  old  law,  the  biotechnology  patents  had  an  average  term  of  6077  days,  the 
average  time  spent  in  prosecution  was  1,599  days  giving  the  average  5,706  days  of 
protection  under  the  new  law.'^ 

The  one  year  loss  in  patent  term  (6077  days  old  law-5706  days  under  the  new  law=  a  loss  of 

371  days)  understates  the  facts.  We  anticipate  that  a  large  percent  of  patent  applicants  will 

loose  an  even  larger  portion  of  the  patent  term.   This  net  loss  of  patent  term  will  hit  an 

industry  which  may  be  the  most  dependent  on  patent  protection  and  where  the  loss  of  patent 

term  will  be  especially  devastating. 

Although  the  loss  of  a  year  of  patent  term  would  be  significant  to  any  industry  the 

averaging  of  patent  term  understates  the  problem  of  the  erosion  of  patent  term  for  some  BIO 

member  companies.   As  stated  above  most  biotechnology  companies  are  small.   The  small 

size  is  often  reflected  in  that  there  entire  research  and  drug  development  program  is  protected 

by  just  a  couple  patents.  The  small  number  of  patents  that  protect  a  given  companies 

research  means  that  a  decrease  in  one  patent  term  is  not  offset  by  other  longer  patent  terms 

in  other  patents  and,  therefore,  a  large  decrease  in  even  a  small  fraction  of  the  patents  will 

necessarily  limit  these  companies  ability  to  do  important  research  towards  cures  of 

devastating  and  disabling  diseases. 

BIO's  Position  on  GATT  Patent  Term  Legislation 

BIO  has  taken  a  consistent  position  on  the  patent  term  issue  since  the  debate  began  in 
the  middle  of  last  year.   We  have  always  pressed  for  protections  to  ensure  that  diligent  patent 
applicants  are  not  penalized  for  delays  which  are  beyond  their  control.   While  we  have  said 
that  a  guaranteed  17  year  term  from  grant  would  be  desirable,  we  have  always  proposed 
ways  for  patent  applicants  to  aduere  a  similar  result  without  insisting  that  there  be  a 


''Volume  22,  American  Intellectual  Property  Law  Association  Quarterly  Journal  (Nov. 
1995). 

'"'  See  page  32.   Professor  Lemley  suggests  that  because  of  the  new  law  the  prosecution 
times  will  be  reduced  by  20%,  under  the  new  law.  Professor  Lemley's  data  still  indicates 
that  the  average  biotechnology  patent  will  still  loose  patent  term. 
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minimum  17  year  patent  term  from  grant  and  without  providing  opportunities  for  late- 
issue,  submarine  patents. 

There  are  almost  always  at  least  two  ways  to  achieve  a  given  result.  One  of  them  may 
be  more  complicated  and  indirect  than  the  other,  but  the  more  complicated  and  indirect 
approach  may  be  the  better  option  given  all  of  the  circumstances.   Sometimes  simplicity  is 
not  the  greatest  imperative.  This  is  the  case  with  the  patent  tenn  issue;  the  biotechnology 
industry  can  live  within  a  20  year  system  measured  from  the  date  of  application  if  it  includes 
safeguards  which  protect  the  legitimate  interests  of  diligent  patent  applicants. 

On  June  27,  1994,  we  wrote  to  Ambassador  Mickey  Kantor  and  many  in  the 
Congress  expressing  our  'serious  concerns  relating  to  draft  legislation  to  implement  the 
agreement."  We  said  that  'limiting  the  patent  term  to  20  years  from  filing,  withoat  adopting 
either  a  package  of  safeguards  or  other  reforms,  will  seriously  disadvantage  our  industry, 
which  is  particularly  prone  to  lengthy  delays  between  the  filing  of  a  patent  application  and 
subsequent  issuance  of  the  patent'  We  outlined  two  alternatives  which  would  ameliorate  our 
concerns.   We  said  that  tbe  Gxigress  could  set  a  minimum  17  year  patent  term  from  grant  or 
it  could  adopt  a  series  of  amendmoits  to  protect  diligent  applicants. 

At  this  point  in  tbe  process  the  draft  legislation  provided  for  five  years  of 
compensation  for  time  lost  due  to  interferences,  but  it  did  not  provide  for  any  compensation 
for  time  lost  due  to  appeals  to  the  Board  of  Patent  Appeals  and  Interferences  or  the  Court  of 
Appeals  for  the  Federal  Cinniit  (CAFQ.   BIO's  proposed  focus  on  these  very  serious 
omissions. 

On  August  12  the  House  and  Senate  Judiciary  Committees  held  a  hearing  on  the 
proposed  GATT-TRIPS  implementing  legislation.   BIO  wrote  a  letter  to  the  Committee 
reiterating  our  concerns.  At  tbis  point  in  the  process  there  was  an  agreement  to  provide  for 
some  compensation  for  ddays  due  to  CAFC  appeals  but  none  for  coverage  of  appeals  to  the 
Board,  appeals  which  tend  to  take  much  more  time  than  CAFC  appeals. 

On  September  20  we  wrote  to  the  House  of  Representatives  r^arding  a  Dear 
Colleague  letter  circulated  by  Congressman  Joseph  Kennedy.   We  noted  that,  "The  Clinton 
Administration  has  offered  to  ameliorate  the  impact  of  the  20  year  term  by  providing  some 
compensation  for  delays  due  to  interferences  and  appeals  to  the  Court  of  Appeals  and  it  may 

10 
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guarantee  that  pending  cases  are  not  hit  retroactively  by  the  new  limits.   But.  it  has  been 
unwilling  to  provide  relief  for  delays  due  to  appeals  within  the  Patent  Office,  appeals  which 
account  for  much  of  the  delay." 

On  September  24  we  received  a  call  from  the  PTO  saying  that  it  would  finally  agree 
to  provide  for  compensation  for  delays  due  to  ^peais  to  the  Board  of  Patent  Appeals  and 
Interferences.   This  concession  represented  substantial  progress  and,  as  a  direct  result,  when 
the  GATT  implementing  legislation  was  then  introduced  early  the  next  week,  BIO  wrote  to 
the  entire  House  and  Senate  on  September  27  urging  them  to  "vote  in  fevor  of  the 
legislation." 

In  this  letter  we  praised  the  Administiation  for  including  provisions  addressing  each 
of  our  concerns,  but  we  could  not  endorse  the  20  year  patent  term  or  state  that  the  safeguards 
met  our  standards.   It  was  obvious  that  we  could  not  do  so  due  to  the  five  year  cap  on 
compensation  for  time  lost  in  interferences  and  appeals,  a  cap  which  we  had  consistently 
opposed. 

After  the  implementing  legislation  was  adopted  and  signed  into  law,  our  concern  over 
the  20  year  patent  term  was  ameliorated  by  the  decisive  action  of  PTO  Commissioner  Bruce 
Lehman  in  resolving  the  long-standing  dispute  over  utility  rejection  of  claims  to 
biotechnology  inventions.   He  organized  a  hearing  in  San  Diego  on  this  and  other  issues 
involving  biotechnology  patents  and  in  eariy  December  the  PTO  proposed  guidelines  on 
utility  rejections  of  biotechnology  claims  which  would  conform  the  requirements  in  the  PTO 
to  those  articulated  by  the  supervisory  courts  and  make  the  utility  requirements  for 
biotechnology  inventions  the  same  as  those  required  for  all  other  inventions.  This  was 
intended  to  end  the  virtuaUy  automatic  rejection  of  biotechnology  patent  claims  until  and 
unless  the  inventor  had  data  from  human  clinical  trials  to  support  a  claim.  This 
biotechnology  utility  standard  was  substantially  higher  than  the  utility  standard  for  non- 
biotech  inventions  and  it  was  causing  substantial  delays  in  the  processing  of  biotechnology 
patents.   These  guidelines  have  now  become  final  and  they  have  made  a  difference. 
Although  we  have  seen  the  rejections  now  appear  in  other  guises,  we  are  hopeful  that  this 
practice  will  end  soon.   The  result  should  expedite  the  processing  of  biotechnology  patents. 

In  our  letters  in  June,  August  and  September,  BIO  had  consistently  raised  the  utility 
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rejections  as  one  issue  to  be  resolved  in  connection  with  the  20  year  term.   The 
Commissioner's  action  responded  to  our  concern  and  vindicated  BIO's  support  for  the  GATT 
legislation. 

Along  with  everyone  else  in  Washington  we  had  thought  the  patent  term  debate  was 
over  when,  to  our  great  surprise,  in  December  the  Administration  reopened  the  debate.   It 
stated  in  a  letter  to  Senator  Dole  that  it  would  not  oppose  an  amendment  to  the  GATT 
implementing  legislation  which  would  guarantee  a  minimum  17  year  term  fh)m  grant.   The 
Administration  had  adamantly  oppose  a  17  year  minimum  throughout  the  debate  to  that  point. 
We  considered  this  Administration  statement  to  be  an  invitation  to  continue  the  process  of 
securing  safeguards  which  we  had  begun  the  previous  April.   If  it  would  not  oppose  a  17 
year  minimum  term,  we  believed  it  could  certainly  support  saf^uards  within  the  context  of  a 
20  year  patent  term  from  application.  This  is  why  we  are  here  today. 

Responding  to  the  dramatic  and  surprising  change  in  the  Administration's  position,  in 
March  BIO  proposed  a  series  of  additional  amendments  to  the  GATT  implementing  law  to 
strengthen  the  safeguards  which  had  been  included  at  our  request  in  the  SqMember  bill  and 
December  law.    It  is  these  proposals  which  are  outlined  in  this  statement 

On  May  25,  1995,  Congressman  Carlos  Moorhead,  Chairman  of  the  House 
Intellectual  Property  Subconmiittee,  introduced  his  bill  that  amended  the  patent  term. 
Congressman  Moorhead's  bill  recognized  that  the  current  patent  term  law  was  unfoir  to  the 
patent  applicants  that  experienced  delays  at  the  FTO  and  were  not  compensated  by  an 
extension.   The  bill  included  extensions  of  patent  term  when  the  applicants  experienced 
unusual  administrative  delays  at  the  Patent  and  Trademark  Office. 

On  October  31,  1995,  the  day  before  the  hearings  of  the  House  Intellectual  Property 
Subcommittee  regarding  the  patent  term  issue,  the  PTO  wrote  to  Chairman  Moorhead  that  it 
would  issue  regulations  providing  an  objective  definition  of  what  constitutes  'unusual 
administrative  delay,'  a  term  incorporated  in  the  Moorhead  bill.   As  will  be  explained  in  this 
testimony,  this  statement  adopts  the  substance  of  a  proposal  which  BIO  has  advanced  to 
provide  protections  for  diligent  patent  applicants.  See  copy  of  this  letter  in  the  appendix. 

On  November  1,  1996,  a  hearing  was  held  for  the  House  Subcommittee  on  Courts 
and  Intellectual  property.    At  that  hearing  BIO  submitted  a  statement  outlining  our  proposal 
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to  amend  Congressman  Moorhead"s  bill,  H.R.  1733,  to  ensure  that  diligent  patent  applicants 
would  not  loose  patent  term. 

Since  then  Senator  Orrin  Hatch,  Chairman  of  the  Senate  Judiciary  Committee,  has 
introduced  S.  1540,  a  bill  which  proposes  amendments  to  address  the  potential  for  the 
erosion  of  patent  term  and  addresses  some  of  the  concerns  that  have  been  voiced  by  our 
industry.   His  bill  is  virtually  identical  to  H.R.  1733,  so  our  proposed  amendments  to  his  bill 
are  the  same  are  our  proposed  amendments  to  the  House  bill.   We  believe  that  our 
amendments  to  Moorhead  and  Hatch  bills  will  achieve  the  result  we  all  desire,  a  resolution  to 
the  patent  term  debate  through  the  adoption  of  a  package  of  safeguards  sufficient  to  protect 
diligent  patent  applicants  from  the  loss  of  patent  term. 

Additional  Safeguards  Proposed  in  H.R.  1733  and  S.  1540 

Let  us  begin  by  praising  Congressman  Moorhead  and  Senator  Hatch  for  the  proposals 
they  have  made  in  H.R.  1733  and  S.  1540  to  provide  additional  protections  for  diligent 
patent  applicants.   Both  bills  provide  additional  safeguards  to  protea  diligent  patent 
applicants  who  would  otherwise  lose  patent  term  because  of  miscellaneous  administrative 
delays  at  the  PTO.  We  believe  these  bills  vindicate  the  approach  BIO  has  been  taking  since 
last  year.   We  have  always  thought  that  it  is  possible  to  avoid  erosion  of  patent  term  within  a 
20  year  patent  term  measured  from  the  date  of  an  application  by  providing  safeguards.   We 
have  never  thought  that  the  only  way  to  achieve  this  result  was  to  set  a  17  year  minimum 
term  from  grant. 

We  believe  that  the  only  way  to  retain  the  20  year  patent  term  is  to  provide 
additional  safeguards  legislatively.  The  safeguards  included  when  the  GATT  implementing 
legislation  became  law  are  drastically  better  than  those  included  in  the  initial  drafts,  but  they 
do  not  provide  complete  protection.  There  is  nothing  inconsistent  between  the  20  year  term 
and  a  regime  of  safeguards,  and  nothing  in  the  safeguards  which  we  propose  which  would 
enable  patent  applicants  to  intentionally  delay  the  issue  of  a  patent  to  surprise  the 
marketplace.   The  addition  of  these  safeguards  onto  the  language  of  the  bill  provides 
assurance  to  the  patent  applicant  that  if  he  is  diligent  he  will  receive  the  full  patent  term. 

We  recognize  that  the  issue  of  "submarine"  patents  is  central  to  this  debate.   There 
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apparently  are  a  few  patent  applicants  who  will  intentionally  delay  the  issuance  of  a  patent, 
amend  their  claims  very  late  in  the  prosecution  process,  and  surprise  the  marketplace  with 
exorbitant  demands  for  royalties.   We  do  not  believe  that  this  is  a  pervasive  problem,  but 
there  are  some  notorious  examples  which  can  be  cited.   Our  concern  is  that  we  do  not  rely 
on  "bad  facts"  to  make  "bad  law.* 

The  proposals  in  H.R.  1733  and  S.  1540  and  made  by  BIO  do  not  provide  refuge 
for  those  who  would  seek  to  secure  late-issue,  submarine  patents.  We  take  this  as  an 
essential  limitation  on  any  amendments  to  the  GATT  implementing  law.   We  have  taken 
great  care  to  "game"  our  own  proposals  to  ensure  that  they  do  not  open  up  opportunities  for 
abuse  and  we  do  not  believe  that  they  lend  themselves  to  abuse.   We  remain  open  to  any 
modifications  of  our  own  proposals  which  will  clarify  their  application  to  individual  cases. 

Let  us  briefly  describe  the  additional  saf(^uards  proposed  in  H.R.  1733  and  S.  IS40 
and  then  describe  BIO's  proposed  saf^uards: 

First,  the  bills  safeguard  applicants  from  delays  which  last  longer  than  five  years  by 
raising  the  cap  on  extensions  from  five  years  to  ten  years.   For  biotechnology  inventions  five 
years  was  grossly  inadrqiiatr  to  compensate  applicants  for  typical  delays  occurring  in  die 
processing  of  biotechnology  inventions.  Although  we  appreciate  the  increase  in  the  cap  to 
ten  years  this  is  still  inadequate  in  some  instances. 

Second,  the  bills  safeguard  against  delays  widiin  the  PTO  by  providing  for  extensions 
that  are  necessitated  by  administrative  delays  within  the  Patent  and  Trademark  Office.  This 
is  important  to  this  industry  because  biotechnology  inventions  are  typically  more  complex 
than  other  inventions  and  consequentially  the  typical  time  it  takes  to  process  an  application 
through  the  PTO  is  longer  than  for  other  inventions. 

Finally,  the  bills  safeguard  the  public  from  a  dilatory  patent  applicant  by  denying  that 
patent  applicant  an  extension  if  the  applicant  fails  to  make  reasonable  efforts  to  secure  a 
patent.   The  bills  do  this  by  requiring  the  PTO  Commissioner  to  prescribe  regulations 
establishing  what  activities  constimtes  fiailing  to  engage  in  reasonable  efforts  to  secure  a 
patent. 

The  proposals  of  Congressman  Mooitaead  aid  Senator  Hatch  are  outlined  in  the  chart 
printed  after  the  executive  summary  of  this  statement  The  chart  compares  the  current  law, 
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the  Moorhead  and  Hatch  proposals  and  BIO's  proposals. 

BIO'S  Four  Proposed  Amendments  to  H.R.  1733  and  S.  1540. 

BIO's  four  proposals  build  directly  on  Congressman  Moorhead's  and  Senator  Hatch's 
proposals.   BIO's  proposals  do  not  introduce  wholly  new  issues.   We  believe  our  proposals 
are  administratively  less  complex  and  provide  greater  certainty  than  the  Mooiliead  and  Hatch 
proposals  that  diligent  patent  applicants  will  not,  in  fact,  lose  patent  term  for  delays  while  the 
application  is  beyond  their  control.  This  proposal  is  largely  consistent  with  the  intent  and 
t^rms  of  the  Moorhead  and  Hatch  bills.  The  legislative  language  for  our  proposals  and  a 
section-by-section  analysis  is  enclosed  in  the  appendix. 

BIO's  proposed  safeguards  are  outlined  in  the  chart  printed  after  the  executive 
summary  of  this  statement.  The  chart  compares  the  current  law,  the  Moortiead  and  Hatch 
proposals  and  BIO's  proposals. 

Let  us  discuss  each  of  BIO's  four  proposed  amendments  in  turn. 

1.  Cap  on  Compensation  for  Delay.  First,  BIO  believes  that  applicants  should 
receive  full  compensation  for  delays  due  to  interferences  or  appeals.   Unlike  the  Moorhead 
and  Hatch  bill,  and  P.L.  I03-46S,  BIO's  proposal  does  not  contain  a  cap  on  compensation 
for  delays.   See  subsection  154(b)(1)(A). 

Raising  the  maximum  compensation  firom  five  to  ten  years,  as  Congressman 
Moorhead  and  Senator  Hatch  have  proposed,  will  help,  but  it  will  not  solve  the  problem. 
There  is  no  valid  principle  which  justifies  a  five  or  a  ten  year,  or  a  fifteen  year,  cap.  The 
principle  here  is  that  this  source  of  delay  is  beyond  the  applicant's  control  and  the  s^iplicant 
should  be  compensated  for  lost  time,  period. 

It  is  important  to  remember  that  the  compensation  is  only  provided  in  the  case  where 
the  applicant  prevails  in  the  interference  or  on  the  dppeal.  The  classic  case  where  a  patent 
applicant  should  be  compensated  is  the  case  where  the  government  acted  illegally  in  denying 
him  a  patent.  If  compensation  is  not  provided,  it  would,  in  effect,  permit  the  government  to 
win  even  if  it  loses  in  court  and,  permit  it  to  penalize  an  applicant  for  taking  the  appeal.  In 
these  cases  the  sole  cause  of  the  delay  is  the  governments  failure  to  grant  a  patent  to  an 
applicant  who  has  made  a  valid  claim. 

15 


147 


A  cap  on  compensation  for  delay  due  to  appeals  has  the  efTect  of  discouraging 
patent  applicants  from  asserting  their  legal  rights  against  the  government.  The  cap  has 
the  effect  of  undermining  government  accountability  to  the  law.   It  is  difTicult  for  any 
citizen  to  take  on  the  government,  but  it  would  be  outrageous  when  the  citizen  does  so 
and  is  penalized  with  the  loss  oC  patent  term  because  he  brought  the  case  in  the  first 
place. 

In  addition,  the  five  or  ten  year  cap  means  that  the  cap  applies  for  any  combination  of 
appeals  and  interferences.   Cases  where  there  are  both  types  of  delay  would  be  especially 
vulnerable  to  lost  patent  term.   In  the  ^pendix  to  this  statement  -  Appendix  C  and 
Appendix  D  —  BIO  has  documented  cases  of  lengthy  biotechnology  interferences  and 
s^peals.  This  is  not  a  hypothetical  issue.  We  have  real  cases  where  a  five  or  a  ten  year  cap 
on  compensation  for  lost  time  would  erode  the  final  patent  term.  There  is  absolutely  no 
reason  based  on  principle  which  justifies  these  parties  losing  patent  term  when  the  PTO  is  in 
control  of  the  patent  application  throughout  this  period.  It  would  be  patently  unfair  and 
confiscatory  to  reduce  their  patent  term  simply  because  they  were  involved  in  protracted 
interferences  or  appeals. 

Interferences  are  the  type  of  proceeding  where  the  delay  is  beyond  the  control  of  the 
applicant  and  where  there  is  a  clear  need  to  provide  compensation  to  the  q}plicant.  The 
application  of  the  cap  to  interferences  has  become  a  critical  issue  in  the  patent  term  debate  as 
it  appears  that  this  is  the  only  issue  where  a  consensus  has  not  as  yet  been  reached.   There 
seems  to  be  an  agreement  on  all  of  the  other  BIO  proposals.  Because  this  issue  is  so 
important  it  is  discussed  in  detail  at  page  31-36  in  the  section  of  this  testimony  entitled 
"Applicant's  Control  Over  Interferences." 

Unfortunately  a  fire  or  a  ten  year  cap  actuafly  provides  an  incentiye  for  parties 
to  prolong  interferences  when  they  know  that  they  will  lose.   If  they  can  prolong  the 
interference  beyond  ten  years,  they  can  cut  into  the  patent  term  for  their  competitor.   And,  it 
is  not  difficult  for  parties  to  do  this.   If  there  is  no  cap  on  the  compensation  for 
interferences,  parties  which  suspert  that  they  will  lose  have  a  much  greater  incentive  to  settle 
early.   Without  a  cap,  there  is  no  competitive  advantage  gained  by  prolonging  the 
interference  proceeding. 
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Similarly,  applicants  do  not  have  control  over  the  time  it  takes  to  successfully 
prosecute  an  appeal  to  the  Board  of  Patent  Appeals  and  Interferences  (Board)  or  the  Coun  of 
Appeals  for  the  Federal  Circuit  (CAFC).   Appeals  to  the  Board  are  ex  pane  proceedings 
based  upon  a  record  that  is  in  front  of  the  Board".  Therefore,  applicant  has  little 
opportunity  to  influence  the  time  in  which  the  Board  renders  its  decision.   An  applicant 
dissatisfied  by  a  decision  by  the  Board  can  appeal  a  decision  to  a  federal  court,  but  there  the 
Federal  Judge  overseeing  the  appeal  oversees  the  course  of  the  litigation. 

Finally,  while  there  are  not  many  cases  where  interferences  and  appeals  will  take 
more  than  ten  years,  the  few  cases  which  faU  mto  this  cat^ory  would  tend  to  be  the 
most  important.  These  would  tend  to  be  the  patents  which  can  generate  a  S500  million  or  a 
$1  billion  annual  market.  To  cut  into  the  patent  term  for  these  blockbuster  patents 
fundamentally  undermines  the  economics  of  the  entire  biotechnology  industry,  which  must 
demonstrate  to  investors  that  the  potential  for  blockbusters  does  exist.   Without  the 
possibility  for  blockbusters,  investon  would  be  much  more  reluctant  to  take  the  considerable 
risk  and  the  long  holding  periods  involved  with  investing  in  biotechnology  research.  The  cap 
on  compensation  is  essentially  a  cap  on  the  investors  potential  profits.   It  has  the  same  effect 
as  government  imposed  controls  on  the  prices  for  the  product,  the  mere  threat  of  which 
during  the  health  care  reform  ddwte  helped  to  crush  our  industry's  capital  markets." 

The  fair  and  equitable  solution  is  to  lift  the  c^  entirely,  which  is  what  BIO  proposes, 
not  simply  raise  it  form  five  to  ten  years. 

The  issue  of  whether  this  compensation  is  awarded  where  patent  applicants  are  partly 
successful  in  an  appeal  is  discussed  below  as  part  of  BIO's  fourth  proposed  amendment. 

2.  Compensation  for  Miscellaneous  Delays:  Second,  while  interferences  and  appeals 


"35  U.S.C.  §  7(c)  (1995). 


"  During  the  1993-1994  health  care  reform  debate,  the  ability  of  biotechnology 
companies  to  raise  capital  was  significantly  reduced.   From  February  1993  through 
December  1994,  the  American  Stock  Exchange  Biotechnology  Index  (AMEX)  dropped  over 
30  percent.    In  addition,  post-offering  market  capitalizations  for  companies  completing 
offerings  in  1993  were  worse  than  in  the  previous  three  years.    Finally,  in  1994,  biotech 
companies  raised  40  percent  less  from  public  equity  markets  than  they  raised  in  1993. 
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are  the  most  obvious  sources  for  delay,  there  are  innumerable  others  ways  in  which  the 
issuance  of  a  patent  can  be  delayed  during  the  review  period  at  the  Patent  and  Trademark 
Office.   This  is  why  Congressman  Moorhead  and  Senator  Hatch's  bills  contain  a  "catch-all" 
provision  which  will  provide  compensation  in  cases  of  "unusual  administrative  delay"  in  their 
proposed  subsection  154(b)(1)(D).   We  believe  that  BIO's  proposed  "catch-all"  provision  will 
be  more  appropriate,  fairer  and  much  easier  to  administer. 

Some  of  the  miscellaneous  causes  are  applications  abandoned  by  PTO  error;  backlog 
of  unexamined  applications  delayed  by  loss  of  files  or  responses  by  PTO;  suspensions  of 
prosecution  by  the  PTO;  delays  caused  by  PTO's  failure  to  consider  arguments/evidence; 
withdrawal  from  issue  by  the  PTO;  reopening  of  prosecution  involving  a  new  ground  of 
rejection  or  new  rationale  after  final  rejection  or  appeal;  and  new  restrictions  among  claims 
to  the  same  type  of  subject  matter  as  were  pending  prior  to  the  first  restriction  requirement 
or  first  office  action. 

There  is  an  obvious  need  for  the  provisicm  proposed  by  in  the  Moorhead  and  Hatch 
bills.   It  is  well  intentioned  and  important,  but  it  may  be  extremely  difficult  to  administer  in 
practice.   Senator  Hatch  hit  on  some  of  tite  difficulty  while  introducing  the  bill  by  noting  that 
this  language  asks  the  PTO  to  decide  if  a  delay  that  they  caused  is  unusual  and  deserving  of  a 
delay.  This  position  of  the  PTO  will  undoubtedly  cause  suspicion  on  the  part  of  the  public 
that  decisions  to  grant  extensions  are,  in  part,  politically  motivated.   Further,  what  may  be 
"unusual"  in  one  case,  or  for  one  art  group  at  the  PTO,  may  not  be  "unusual"  in  another 
case  or  art  group.   This  suspicion  on  the  part  of  the  public  will  doubtlessly  undermine  the 
confidence  that  the  public  has  in  the  PTO. 

This  lack  of  confidence  will  decrease  if  the  public  believes  the  PTO  is  guided  by  an 
objective,  quantitative  standard,  not  a  discretionary,  subjective  one.   The  PTO  apparentiy 
understands  this  issue  as  it  has  proposed  in  a  letter  dated  October  31,  1995  from 
Commissioner  Lehman  to  Congressman  Moorhead  that  the  PTO  issue  regulations  to  define  in 
objective,  quantitative  terms  the  concept  of  "unusual  administrative  delay."  This  proposal  is 
discussed  in  detail  below.  The  point  here  is  that  BIO  and  the  PTO  both  agree  that  an 
objective,  quantitative  standard  is  needed.   A  discretionary,  subjective  standard  -  whether  in 
the  law  or  in  regulations  -  would  leave  applicants  with  little  guidance,  and  no  protection, 
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regarding  the  patent  term  for  their  inventions. 

With  a  discretionary,  subjective  standard  there  would  always  be  substantial 
interpretation  required  to  determine  the  equities  in  an  individual  case.    Lots  of  paper  would 
be  exchanged  between  applicants  for  compensation  and  the  PTO  would  need  to  justify  its 
determinations  in  writing."  And,  many  of  the  decisions  under  a  discretionary,  subjective 
standard  would  be  litigated  to  death  by  patent  apTplicants.   This  is  a  nightmare  both  for  the 
PTO  and  for  applicants.   It  is  a  waste  of  time,  expensive,  and  uncertain. 

The  key  issue  for  compensation  for  delays,  however,  is  not  what  is  "usual"  or 
"unusual."  That  is  a  relative  concept  -  unusual  by  comparison  to  what?  The  issue  is 
whether  applicants  are  losing  patent  term  for  reasons  which  are  beyond  their  control.   If 
losing  patent  term  becomes  "usual"  because,  for  example,  the  Congress  drastically  cuts 
appropriations  to  the  PTO  to  hire  staff  -  a  real  issue  in  the  current  budget  climate  -  then 
that  should  not  justify  a  denial  of  compensation  for  the  resisting  delays.   Similarly,  the  PTO 
is  now  experiencing  a  "bubble"  of  applications  from  those  who  filed  to  beat  the  June  8 
deadline,  a  "bubble"  which  will  significantly  delay  processing  of  applications  filed  after  June 
8.   That  may  be  "usual"  but  it  should  not  come  at  the  applicant's  expense. 

Recently  the  PTO  has  held  hearings  on  the  administrative  burden  imposed  on  the  PTO 
by  recent  applications  filed  for  patents  on  genes  and  genomes.   It  has  stated  that  just  60  of 
these  applications  would  cost  $24,000,000  to  examine.  Without  taking  any  position  on  the 
merits  of  this  statement,  if  it  is  true,  such  a  burden  could  cause  a  ripple  effect  throughout  the 
PTO  in  the  examination  of  thousands  of  other  biotech  patent  applications.  The  point  is 
simple:  there  are  reasons  which  could  lead  to  the  wholesale  delay  in  processing  biotech 
patent  applicants  which  are  completely  beyond  the  control  of  a  patent  applicants  and  for 


"  Although  BIO  appreciates  the  PTO's  acceptance  that  the  unusual  administrative  delay 
should  be  determined  in  an  objective  fashion  and  the  fairness  of  the  Commissioner's  proposal 
BIO  prefers  our  own  proposal.   BIO's  proposal  measures  two  important  dates,  the  date  of 
filing  and  the  date  of  issue.   Although  we  realize  that  the  overall  time  is  determined  by  the 
amount  of  time  it  takes  the  PTO  to  perform  each  step,  the  patent  applicant  only  cares  if  it 
takes  too  long  for  the  PTO  to  examine  the  patent  application,  in  total-  that  is  issuance  is 
delayed.    For  this  reason  BIO  favors  measuring  "administrative  delays"  by  the  measure  that 
is  relevant  to  the  applicants  patent  protection. 
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which  the  applicant  should  not  be  penalized. 

A  more  appropriate,  Tairer,  and  much  more  workable  solution  is  to  set  an 
objective  standard  to  determine  whether  and  bow  much  compensation  for  delays  is 
warranted  and  insert  this  language  into  the  bill  itself.   This  is  what  BIO  is  proposing  in 
our  proposed  subsection  154(b)(1)(D)  and  subsection  154(b)(1)(E). 

The  way  to  understand  BIO's  proposal  is  to  think  of  a  chess  clock.   Chess  clocks 
have  two  clocks,  one  for  each  player.   There  is  a  mechanism  to  ensure  that  only  one  clock 
will  be  running  at  any  given  time.  The  clock  which  is  running  is  the  clock  for  the  player 
who  must  make  the  next  move.   When  he  or  she  makes  die  move,  he  or  she  taps  the 
mechanism  to  stop  his  or  her  own  clock  and  start  the  other  player's  clock.   Pictures  of  chess 
clocks  are  printed  in  the  first  appendix  to  this  statement. 

This  is  exactly  how  BIO's  proposal  would  work.   We  propose  that  the  PTO  have  two 
years  on  its  clock  for  processing  an  application  in  BIO's  proposed  subsection  154(b)(1)(D). 
If  it  takes  more  than  two  yean  to  make  all  of  the  moves  it  must  make  to  take  final  action  on 
an  application,  the  applicant  is  compensated  for  the  delay.   There  is  no  need  to  make  any 
judgments  about  whether  the  PTO's  actions  were  "usual"  or  "unusual,"  or  to  make  any 
determinations  about  "who  shot  whom,"  who  was  at  fault,  or  about  any  individual  actions 
which  contributed  to  the  delay.  Two  years,  period. 

A  similar  clock  is  set  up  when  applicants  petition  for  the  withdrawal  of  the  finality  of 
a  rejection  in  BIO's  proposed  subsection  154(b)(1)(E).  This  separate  clock  would  function 
similarly  to  the  two  year  clock  lor  processing  the  application,  but  only  when  applicant  files  a 
petition  to  withdraw  the  finality  of  a  rejection.  This  separate  clock  merely  insures  that  the 
applicant  or  PTO  can  not  remove  an  application  altogether  from  all  clocks. 

The  applicant  has  one  year  to  make  all  the  moves  it  must  make  to  secure  a  patent  and 
if  it  takes  more  than  one  year,  it  is  cutting  into  its  own  patent  term. 

Let  us  outline  what  this  proposal  means  in  practice  by  describing  the  patent 
application  process. 

The  Chan  on  page  22  of  this  testimony  shows  a  typical  time  line  of  an  application 
through  the  PTO  and  illustrates  our  idea  of  a  chess  clock.  In  the  chart  an  applicant  for  an 
invention  files  his  application  widi  the  PTO  and  receives  a  filing  date  and  serial  number. 
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Upon  the  receipt  of  the  patent  application  the  PTO's  clock  starts.     The  PTO  examines  the 
content  of  the  application  and  discovers  items  missing  and  mails  a  notice  of  missing  parts. 
For  instance,  in  biotech  applications  an  applicant  may  not  have  included  a  computer  readable 
disk  containing  all  the  sequences  that  appear  in  the  application  as  required  by  PTO  rules." 
Upon  the  Patent  Office's  mailing  of  that  notice  the  Patent  Office's  clock  stops  and  the 
applicant's  clock  starts.   Typically  it  takes  six  months  for  an  applicant  to  correct  the  errors. 
Upon  responding  to  the  notice  of  missing  parts  the  applicant's  clock  stops  and  the  PTO's 
clock  restarts.   The  PTO  then  forwards  the  application  to  the  appropriate  group  and 
appropriate  art  unit  and  then  to  an  appropriate  examiner.   The  examiner  then  examines  the 
application  and  issues  an  opinion  regarding  the  patentability  of  the  invention  called  an  "office 
action."    Upon  mailing  of  the  office  action  the  PTO's  clock  stops  and  the  applicant's  clock 
begins.   The  applicant  typically  takes  six  months  to  respond  to  the  opinion,  by  amending 
claims,  and  overcoming  objections  made  by  the  examiner.   Upon  mailing  the  response  to  the 
PTO  the  applicant's  clock  stops  and  the  PTO's  clock  restarts.   The  response  is  forwarded  to 
the  examiner  who  is  given  60  days  to  consider  the  application.  The  examiner  then  either 
agrees  with  the  applicant  and  allows  the  case  or  finally  rejects  the  application.   Upon  mailing 
the  final  rejection  the  clock  stops.  Therefore,  if  an  application  is  processed  in  a  normal 
manner  in  the  PTO  will  have  taken  only  seven  months  to  finally  reject  an  application,  and 
would  have  to  spend  seventeen  extra  months  in  processing  the  application  prior  to  the 
applicant  being  awarded  an  extension  for  administrative  delay. 

It  is  easier  to  understand  this  narrative  when  it  is  represented  in  a  chart.   Presented  on 
the  following  page  is  a  chart  which  calculates  the  running  chess  clock  time  for  the  applicant 
and  the  PTO  in  the  example  just  given. 


"  37  C.F.R.    §  1.821  requires  applicants  supply  a  sequence  listing  of  amino  acid  and 
nucleotide  sequences  in  computer  readable  form. 
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CHESS  CLOCK  APPLIED 
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The  point  of  this  chart  and  example  is  simple:  a  two  year  standard  tor  the  PTO's 
chess  clock  is  not  unreasonable.    In  this  example  the  PTO  would  be  required  to  grant  a 
petition  from  an  applicant  for  compensation  only  if  it  somehow  takes  an  additional  17 
months  of  time  to  process  this  patent.  This  is  surely  a  reasonable  margin  for  error  which 
permits  it  to  avoid  any  possibility  that  the  applicant  will  secure  a  late-issue,  submarine 
patent. 

The  validity  of  this  example  is  bom  out  by  the  statistics  which  the  PTO  so  often  cites 
in  defense  of  the  20  year  term.  It  has  repeatedly  said  that  the  average  patent  is  issued  in  19 
months,"  but  this,  of  course,  includes  both  the  PTO  and  the  applicant's  time.  If  the  19 
month  figure  is  valid,  then  it  is  clear  that  providing  two  years  for  the  PTO  to  act  on  a  patent 
application  is  reasonable.  If  the  average  total  time  taken  to  issue  a  patent  is  much  more  than 
two  years,  then  it  should  still  be  reasonable  to  expect  that  the  PTO  to  take  no  more  than  two 
years  to  complete  the  actions  for  which  it  is  responsible. 

BIO  has  "gamed"  our  own  proposal  with  experts  to  determine  if  there  is  any  way  in 
which  an  applicant  might  be  able  to  force  the  PTO  to  take  more  than  24  months  on  its  clock 
to  process  an  application.   We  find  that  an  applicant  who  was  willing  to  pay  fees  for 
repetitive  petitions  to  the  Commissioner  might  be  able  to  secure  —  at  most  —  a  month  or 
two  of  compensation,  but  would  never  be  able  to  secure  anything  approaching  a  late- 
issue,  submarine  patent. 

An  applicant  might,  for  example,  file  numerous  petitions  contesting  a  restriction,  the 
appropriateness  of  a  compliance  with  the  sequence  listing  requirement,  changing  the 
inventorship,  the  finality  of  the  restriction  requirement,  the  finality  of  an  action,  an  objection 
to  a  claim,  or  several  other  requirements  made  during  examination,  but  in  each  case  there  is 
no  reason  why  the  PTO  can't  quickly  respond  to  the  petitions  as  the  applicant  is  paying  for 
the  right  to  petition.   Further,  the  mere  filing  of  a  petition  does  not  stay  the  period  for 


-  In  the  Annual  Report  of  the  Patent  and  Trademark  Office  for  fiscal  year  1993  at  page 
three  indicates  pendency  at  19.5  months  for  fiscal  year  1993  and  19. 1  months  for  1992.    In  a 
conversation  with  BIO  on  November  3,  1994,  then  Group  Director  of  the  Biotechnology 
Group,  Barry  S.  Richman,  indicated  that  the  pendency  for  a  biotechnology  application  was 
20.8  months. 
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response  for  an  applicant. - 

But.  again,  the  bonom  je  is  the  same.  Two  years  is  plenty  of  time  for  the  PTO  to 
process  a  patent  application  arc  it  would  have  no  excuses  not  do  be  able  to  do  so.     An 
applicant  can  attempt  to  trigger  the  compensation  provision  and  force  the  PTO  to  take  more 
than  two  years  to  process  his  application,  but  it  would  be  very  difficult  to  gain  more  than  a 
minimal  additional  patent  term.    The  provision  would  catch  the  cases  where  the  PTO 
inaction  is  truly  egregious  wi±out  opening  up  an  opportunity  for  the  applicant  to  cause  the 
delay  through  his  own  actions. 

This  is  very  importanL  It  is  only  fair  for  the  PTO  to  be  under  some  pressure  to 
complete  action  on  an  application.   It  diould  not  be  only  the  applicant  who  feels  the 
pressure.   We  need  an  even-handed,  balanced  system  of  incentives  and  safeguards  to 
ensure  that  both  parties  proceed  expeditiously  to  process  a  patent.   It  is  unfair  if  the 
only  party  which  feels  the  pressure  is  the  applicant. 

It  is  not  also  fair  for  die  PTO  to  be  the  sole  judge  of  when  its  actions  have  been 
'usual'  or  'unusual."  There  might  be  some  tendency  for  the  PTO  to  resist  admissions  that  it 
had  been  responsible  for  'unusual  administrative  delay.'  Such  admissions  might  be  cited  by 
the  Congress  or  critics  of  die  agency.   It  is  better  to  use  an  objective  standard  which  does  not 
carry  any  mark  of  opprobrium  for  the  agency. 

What  BIO  is  proposing  is  an  objective  standard  which  defines  what  is  'usual'  or 
"reasonable."   This  is  a  standard  which  is  easy  to  administer.    There  is  no  need  to  detailed 
regulations,  subjective  judgments,  or  blaming  one  party  or  another.   If  the  applicant  believes 
that  the  PTO  has  taken  more  ttan  two  years,  the  applicant  will  petition  for  compensation.  It 
could  not  take  more  than  a  few  minutes  by  a  clerk  to  determine  whether  die  petition  should 
be  granted.    Administering  the  "unusual  administrative  delay'  standard  will  be  tedious  and 
distract  the  PTO  from  its  primary  mission,  the  expedidous  processing  of  patent  applications. 

One  great  advantage  of  die  chess  clock  over  die  'unusual  administradve  delay" 
criterion  is  litigauon.   Any  decision  of  die  PTO  to  grant  or  deny  compensation  can  and  often 
will  be  litigated.    In  fact,  in  liiisadon  under  the  "unusual  administrative  delay"  standard  it 


"37CFR  §  1.181(0. 
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would  be  entirely  appropriate  for  an  applicant  to  engage  in  extensive  discovery  of  the  PTO  to 
determine  whether  its  actions  in  a  given  case  were,  in  fact,  usual  or  unusual.    A  litigant 
could,  for  example,  legitimately  request  internal  documents  about  the  management  of  the 
PTO  generally  and  art  group  about  its  customary  practices,  and  about  the  actions  with  regard 
to  the  specific  application  in  question.   There  is,  of  course,  nothing  to  litigate  with  a  two 
year  chess  clock. 

The  key  point  is  that  in  addressing  the  submarine  patent  issue  we  must  not 
unintentionally  penalize  diligent  patent  applicants.  That  is  an  approach  which  aims  at 
the  guilt  and  harms  the  innocent. 

Finally,  BIO  believes  that  the  two  year  chess  clock,  coupled  with  the  lifting  of  the  cap 
on  compensation  for  appeals  and  interferences,  will  reassure  those  who  have  railed  against 
the  new  20  year  term.  These  two  provisions  provide  objective,  clear,  non-discretionary 
protections  against  the  erosion  of  patent  terra.  This  is  what  is  needed  to  douse  the  firestorm 
of  concern. 

Assuming  that  the  PTO  does,  in  fact,  take  the  fiill  two  years,  the  applicant  is  under 
great  pressure  to  take  no  more  than  one  year.   If  the  PTO  takes  only  18  months,  the 
applicant  could  take  18  months  and  still  end  up  with  a  17  year  patent  term.   But,  if  the 
applicant  takes  up  more  than  its  share  of  the  three  year  period,  it  will  loSe  patent  term.   This 
is  fair  as  this  would  be  a  voluntary  action,  not  one  which  results  from  inadequate  safeguards 
to  protect  the  applicant  from  delays  beyond  its  control. 

BIO's  proposes  a  "no  excuse"  provision  which  guarantees  that  patent  applicants  will 
not  be  penalized  with  shortened  patent  term  for  delays  which  are  beyond  their  control.   It  is 
not  a  guarantee  of  a  17  year  patent  term,  but  it  -  along  with  the  compensation  for  delays  due 
to  interferences  and  appeals  -  provides  a  guarantee  that  the  patent  application  can  secure 
such  a  patent  term.   Whether  the  patent  applicant  secures  a  17  year  or  longer  term  is  within 
his  or  her  control.  If  they  do  not  secure  one,  it  is  because  they  delayed  their  own  patent 
application  at  the  PTO,  not  because  of  PTO  delays  or  delays  due  to  interferences  and 
appeals.    Patent  applicants  have  "no  excuse,"  and  no  reason  to  complain,  about  the  new  20 
year  term. 

As  noted  above.  PTO  Commissioner  Lehman  wrote  to  the  Chairman  of  the  House 
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Couns  and  IntellectuaJ  Property  Sabcommittee,  Congressman  Moorhead,  on  Ociober  31, 
1995,  outlining  regulations  he  would  issue  to  define  what  constitutes  unusual  administrative 
delays.    A  copy  of  the  Lehman  letter  is  printed  as  Appendix  E.   The  key  point  is  that  the 
Lehman  proposal  would  set  an  objective,  quantitative  definition  of  what  constitutes  an 
unusual  administrative  delay  -  precisely  the  same  approach  proposed  by  BIO.    Both 
proposals  would  eliminate  the  discretionary,  subjective  decisions,  decisions  which  would  be 
easily  and  inevitably  litigated  to  death.    BIO  and  Commissioner  Lehman  agree  that  we  need 
an  objective  standard  which  can  be  administered  on  a  ministerial,  non-discretionary  basis. 

In  terms  of  the  specifics  of  the  Lehman  proposal,  BIO  notes  that  there  is  little,  if  any, 
substantive  difference  between  his  proposal  and  our  chess  clock  proposal.   The 
Commissioner  has  essentially  itemized  each  individual  action  that  the  PTO  should  take  to 
examine  an  applicaticn  and  decided  what  an  appropriate  time  should  be  for  this  specific 
action  and  then  proposed  to  compensate  applicants  for  delays  which  exceed  this  time. 
Interestingly,  the  time  periods  for  the  individual  actions  in  the  Commissioner's  proposal  -  16 
months,  4  months,  and  4  months  -  equals  24  months,  the  same  two  year  interval  on  the 
PTO's  clock  which  is  proposed  by  BIO.   So,  we  not  only  agree  that  there  should  be  an 
objective  standard;  we  agree  on  the  aggregate  total  of  time  which  defines  what  constitutes  an 
unusual  administrative  delay. 

Because  it  takes  a  piecemeal  approach,  rather  than  a  global  approach,  there  are  some 
cases  where  an  applicant  might  receive  more  compensation  under  the  Lehman  proposal  than 
under  the  BIO  proposal.  BIO's  proposal  takes  a  broader  and  simpler  approach,  stating  that 
whenever  the  total,  global  time  taken  by  the  PTO  in  processing  an  application  exceeds  two 
years  -  without  any  line-item  limits  on  individual  actions  -  then  compensation  for  delays  is 
provided  for  the  patent  term.  As  a  matter  of  substance,  BIO  could  support  either  proposal. 
Their  is  no  policy  difference  between  then.  Sometimes  one  would  result  in  more  patent  term 
and  sometimes  the  other. 

However,  there  is  a  powerful  reason  to  include  this  objective  definition  in  the 
legislation,  not  leave  it  to  regulauons.    Given  the  controversy  over  the  patent  term,  it  is 
essential  that  we  provide  statutory  assurances  that  the  diligent  patent  applicant  will  be 
compensated  for  unusual  administrative  delay,  not  assurances  from  the  Commissioner  or 
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directives  in  the  legislative  history  regarding  regulations  which  would  be  issued  to  implement 
a  vague,  subjective,  statutory  standard.   We  believe  that  only  objective,  statutory  language 
will  break  the  current  stalemate  on  the  patent  term  issue.  If  there  is  no  disagreement  as  a 
matter  of  substance,  then  including  the  provision  in  the  legislation  should  not  present  a 
problem  for  any  of  the  parties  interested  in  this  issue.   What  we  have  here  now  is  an  issue  of 
form,  not  of  substance. 

3.  Clock  Starting  and  Ending  Points  and  Partial  Success  on  Appeal:  Third,  BIO's 
proposed  amendments  clarify  the  starting  and  ending  points  for  the  calculation  of  delays 
where  extensions  are  available  for  secrecy  orders,  interferences,  and  appeals,  eliminates  the 
possibility  that  applicants  can  be  "off  the  clock,'  and  clarifies  that  compensation  is  provided 
where  applicant  is  partly  successful  on  appeal. 

BIO's  proposed  subsection  154(b)(1)(A)  details  when  the  clock  on  an  interference 
begins  and  ends.     BIO's  proposed  subsection  154(b)(1)(B)  details  when  the  clock  on  a 
secrecy  order  begins  and  ends  for  the  purposes  of  patent  term  extension.   Similarly,  BIO's 
proposed  subsection  154(b)(l)(0  details  when  the  clock  on  an  begins  and  ends  for  an 
appeal  and  makes  clear  that  the  successful  appeal  of  a  decision  by  the  commissioner  is 
appropriate  to  get  an  extension.   Each  of  the  these  amendments  merely  clarifies  those  patent 
term  extensions  that  are  contained  in  S.  1540  and  H.R.  1733. 

Additionally,  BIO's  proposed  amendment  contains  an  amendment  that  will  initiates  a 
new  clock  when  an  applicant  pays  for  the  withdrawal  of  the  final  rejection  in  BIO's  proposed 
subsection  154(b)(1)(E).  This  additional  clock  corresponds  and  replaces  subsection  in  the 
Chairmens'  bills  which  provide  extensions  for  'unusual  administrative  delays"  and  completes 
the  clock  set-up  in  BIO's  proposed  subsection  154(b)(1)(D).  This  subparagraph  insures  that 
the  applicant  can  not  be  off  the  clock,  and  insures  applicant  that  if  the  PTO  takes  an 
unusually  long  time  to  process  an  application  die  patent  applicant  will  be  compensated  with  a 
patent  term  extension.  This  subparagraph  is  merely  a  technical  amendment  to  close  a  hole  in 
the  proposed  clock  as  without  diis  paragraph  an  applicant  would  pay  for  the  withdrawal  of 
the  finality  of  a  rejection,  effectively  paying  to  continue  to  prosecute  an  application  before  an 
Examiner,  and  thus  would  be  off  the  clock  with  no  time  limit  for  the  PTO  to  complete 
examination  and  no  possible  patent  term  recoupment  for  the  applicant  if  the  PTO  takes  an 
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unusually  long  time  to  process  the  application. 

Finally,  in  addition  to  clarifying   the  beginning  and  ending  point  of  a  penod  for 
patent  term  extension  because  of  an  appeal,  BIO's  proposed  subsectioa  154(b)(1)(C) 
clarifies  that  anv  decision  by  a  federal  court  or  by  the  Board  of  Patent  Appeals  and 
Interferences  that  reverses  a  decision  adverse  to  the  patent  applicant  results  in  a  possible 
extension  of  the  patent  term  and  allows  for  the  submission  of  a  final  response  to  the  opinion 
of  the  reviewing  Court  or  by  the  Board.    (The  importance  of  this  latter  provision  in 
protecting  applications  filed  prior  to  June  8  is  discussed  in  the  next  section).  This 
amendment  is  designed  to  indicate  that  it  is  not  required  that  each  and  every  decision  adverse 
to  the  applicant  need  to  be  overturned  by  the  court  for  applicant  to  earn  an  extension  as  the 
presence  of  one  improper  rejection  is  sufficient  to  delay  the  issuance  of  a  patent.     Again, 
this  subsection  merely  clarifies  the  conditions  for  patent  term  extension  already  found  in  both 
the  S.  1540,  H.R.  1733,  and  P.L.  103-465. 

4.  Roiling  Over  Patent  Term  Elxtensions:  Forth,  BIO's  proposed  amendments 
provide  for  rolling  over  extensions  into  a  subsequently  filed  applications  where  the  same 
invention  is  prosecuted  in  both  applications  and  the  extensions  were  earned  in  a  previous 
application.  This  issue  is  covered  in  BIO's  proposed  subsectioa  154(b)(1)(F). 

These  amendments  are  particularly  important  to  protect  patent  applications  which 
were  filed  prior  to  June  8,  1995,  the  effective  date  for  this  provision.   Millions  of  dollars 
have  been  invested  in  the  inventions  with  respect  to  which  these  patent  applications  have 
been  filed.   It  is  not  fail  to  change  the  rules  of  the  game  in  mid-stream  and  potentially  reduce 
the  patent  term  which  these  applicants  expected  prior  to  the  enactment  of  the  GATT  20  year 
term.    Applicants  were  given  advance  notice  of  the  June  8  date  and  many  of  them  filed 
continuing  applications,  but  this  is  not  sufficient  to  ensure  that  they  will  receive  a  17  year 
term  from  grant.    In  lieu  of  providing  a  guaranteed  17  year  minimum  term  BIO  is  proposing 
that  extensions  can  be  rolled  over  into  future  filed  applications  without  loss  of  patent  term 
due  to  actions  of  the  PTO.  This  provision  is  supplemented  by  our  proposed  subsection 
154(b)(l)(0(ii),  which  similarly  allows  the  continuation  of  prosection  before  the  PTO 
without  loss  of  patent  term  after  appellate  review. 

Another  way  to  protea  these  applications  is  to  provide  that  all  such  applications 
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received  pnor  to  June  8  would  receive  a  guaranteed  minimum  17  year  patent  term  trom 
grant.   The  BIO  proposal  does  not  provide  this  guarantee,  but  if  all  elements  of  BIO's 
proposal  are  not  adopted,  protection  for  diligent  applicants  who  filed  applications  prior  to 
June  8  would  not  be  provided.   This  would  be  patently  unfair  and  BIO  would  then  have  no 
alternative  but  to  support  a  guaranteed  17  year  minimum  term  for  these  applications. 

H.R.  1733  and  S.  1540  recognize  that  diligent  patent  applicants  should  be 
compensated  for  delays  that  result  from  the  prosecution  of  a  patent  application  that  are  not 
within  the  control  of  the  patent  applicant  In  H.R.  1733  and  S.  1540  it  is  unclear  if  an 
applicant  y/ould  loose  a  patent  term  extension  earned  in  an  original  application  merely  by 
continuing  to  pursue  the  invention  in  a  second  application  when  the  patent  term  is  determined 
by  the  filing  date  of  the  original  application. 

BIO's  proposed  amendment  clarifies  this  by  providing  for  the  rolling  over  of  an 
extension  into  a  subsequent  application  if  the  applicant  is  diligently  pursuing  a  patent  and  the 
delay  in  the  previous  application  is  tantamount  to  a  delay  in  the  subsequently  filed 
application.  Rolling  an  extension  into  a  subsequently  fUed  application  is  needed  to  provide 
applicant  the  ability  to  pursue  the  patenting  of  an  invention  through  several  applications 
which  is  the  typical  procedure  in  pursuing  a  patent   BIO's  proposed  amendment  identifies 
four  instances  where  continuing  to  prosecute  an  invention  through  a  subsequent  application 
might  otherwise  be  jeopardized  if  rolling  over  extensions  is  not  specifically  provided  for  in 
BIO'S  proposed  subsection  154(b)(1)(F)  clauses  (O-Civ). 

Providing  an  applicant  the  ability  to  roll  an  extension  into  a  subsequently  filed 
application  does  not  benefit  a  would  be  submariner.     In  the  twenty  year  term  from  filing 
regime,  an  applicant  does  not  gain  any  benefit  from  refiling  an  application  as  the  refiled 
application  will  have  the  same  effective  filing  date  firom  which  the  twenty  year  term  is 
measured.    In  fact,  the  patent  applicant  faces  the  possibility  of  loosing  two  years  of  patent 
term  when  the  PTO  processes  the  application  and  where  no  extension  is  available  under 
BIO's  proposed  subsection  154(b)(1)(D). 

In  each  of  the  clauses  in  BIO's  proposed  subsection  154(b)(1)(F)  clauses  (i)-(iv)  an 
applicant  is  specifically  allowed  to  roll  over  the  extension  from  the  previous  application.  In 
clause  (i)  rolling  an  extension  into  a  divisional  application  is  provided  for.    In  divisional 
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applications  the  delay  that  cx:curred  in  the  parent  application  necessarily  related  to  the  delay 
in  the  subsequently  filed  divisional  applications.    In  most  instances,  the  patent  applicant  will 
not  know  how  the  PTO  will  restrict  the  application  until  after  the  restriction  is  made  final. 
In  clauses  (ii)  and  (ili)  rolling  an  extension  into  a  subsequent  filed  continuation  or 
continuation-  in-part  application  is  provided  for.    In  these  continuation  applications  the 
prosecution  of  the  new  application  is  really  the  continuation  of  the  prosecution  of  the  same 
invention.    It  is  important  to  aUow  an  applicant  the  ability  to  continue  to  pursue  a  patent  in 
front  of  an  examiner  instead  of  forcing  the  applicant  to  appeal  the  decisions  of  the  examiner 
in  the  early  stages  of  prosecution  which  is  generally  a  slower  and  more  expensive  process  for 
the  applicant  and  for  the  PTO.   Finally  in  clause  (iv)  rolling  extensions  into  subsequently 
filed  applications  is  provided  for  if  the  continuation  is  specifically  directed  to  claiins  that  the 
examiner  has  indicated  is  allowable.  Providing  for  rolling  extensions  over  into  allowable 
continuation  applications  allows  applicant  to  go  to  issue  on  some  claims  while  others  are  still 
pending. 

To  further  accommodate  the  issuance  of  some  claims  while  other  claims  continue  to 
be  pursued  BIO's  proposal  contains  sobsection  154(b)(1)(G).  This  section  provides  that  an 
application  can  get  the  benefit  from  a  patent  term  extension  despite  the  filing  of  a  terminal 
disclaimer.   This  amendment  is  important  to  allow  a  patent  applicant  to  go  giant  on  certain 
claims  while  the  patent  applicant  continues  to  argue  the  patentability  of  others.   If  applicant 
can  not  claim  patent  term  extensions  when  a  terminal  disclaimer  has  been  filed,  applicant  is 
discouraged  from  appealing  the  PTO's  adverse  determination  in  regard  to  some  claims  when 
others  have  been  indicated  as  allowable  because   if  applicant  does  not  win  on  appeal  the 
patent  applicant  can  not  get  a  patent  term  extension   for  the  unsuccessful  appeal  and  looses 
patent  term  for  both  (he  claims  that  the  examiner  has  indicated  are  allowable  and  the 
contested  claims. 

So.  these  are  BIO's  proposed  four  amendments.   They  are  summarized  in  the 
narrauve  and  side-by-side  outlines  al  the  beginning  of  this  testimony.    We  believe  that  these 
four  amendments  are  reasonable,  consistent  with  the  intent  of  H.R.  1733  and  S.  1540.  and 
do  not  provide  opportunities  for  applicants  who  seek  to  secure  late-issue,  submarine  patents. 
A  detailed  explanation  of  these  four  amendments  and  the  text  of  the  amendments  themselves 
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are  printed  in  the  appendix  to  this  statement. 

Applicant's  Control  Over  Interferences:  We  have  stated  that  applicants  have  little 
control  over  the  delay  which  occurs  in  the  granting  of  a  patent  when  the  patent  is  subject  to 
an  interference.   As  stated  above,  this  is  a  critical  issue  in  the  current  legislation  because  it 
appears  to  be  the  only  issue  where  there  is  not  yet  an  agreement  among  those  which  support 
a  20  year  patent  term.     We  believe  that  there  is  an  agreement  that  the  cap  should  be  raised 
to  ten  years  for  appeals,  that  an  objective  "chess  clock-type"  mechanism  should  be  enacted  to 
compensate  applicants  for  miscellaneous  sources  of  administrative  delay,  and  that  the  clock 
starting  and  stopping  times  need  to  be  clarified.   If  we  can  secure  an  agreement  to  lift  the 
cap  for  interferences,  we  believe  that  there  will  be  an  agreement  on  all  of  the  relevant  issues 
and  we  can  move  forward  to  enact  legislation  to  amend  -  and  retain  -  the  GATT-  20  year 
patent  term. 

The  fear  of  late-issue,  submarine  patents  seems  to  be  driving  this  entire  debate,  so  the 
issue  regarding  interferences  is  whether  applicants  might  be  able  to  intentionally  delay  an 
interference  -  and  eventually  to  prevail  -  in  order  to  lengthen  the  patent  term  on  the  patent 
and,  in  effect,  create  a  late-issue,  submarine  patent-   Based  on  the  analysis  provided  below 
we  believe  it  is  wholly  implausible  to  argue  that  applicants  would,  or  could,  use  an 
interference  proceeding  as  part  of  a  strategy  to  secure  a  late-issue,  submarine  patent.  There 
is  a  much  greater  likelihood  that  applicants  will  be  forced  to  endure  interferences  for  ten  or 
more  years  by  the  prospective  losers  in  the  proceeding  simply  to  delay  the  payment  of 
royalties  and  to  shorten  the  patent  term  for  a  competitor. 

First,  let  me  start  with  an  explanation  of  an  interference  proceeding.   Interferences 
are  proceedings  that  are  launched  and  organized  by  the  PTO  to  enable  it  to  determine  which 
of  two  or  more  parties  was  the  first  party  to  invent  a  particular  invention.   The  question  of 
which  party  is  "first"  it  critical  as  our  whole  patent  system  gives  a  priority  to  the  first 
inventor  (that  is  awards  the  patent  to  that  party).  This  preference  forces  inventon  to  lace  to 
invent  and  race  to  patent.   We  have  determined  as  a  maner  of  public  policy  that  this  race  is 
sound  economic  and  scientific  policy.   In  the  case  of  biotechnology  research  it  gives 
researchers  a  powerful  incentive  to  quickly  discover  the  terms  of  a  disease  process,  discover 
therapies  which  treat  a  disease,  and  discover  whole  new  technologies  which  give  us  power 
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over  disease. 

Second,  the  race  to  determine  which  party  is  "first"  is  greatly  complicated  by  the  fact 
that  the  United  States  uses  a  "first-to-invent"  system,  not  a  "first-to-file"  system.    In  a  "first- 
to-file"  system,  it  is  easy  to  determine  which  patent  applicant  is  first;  you  just  check  the 
filing  dates.    But,  in  a  "first-to-invent"  system,  such  as  we  have  in  the  United  States,  it  is  the 
date  of  the  invention  in  the  laboratory,  not  the  date  of  the  filing  of  the  patent  application, 
which  governs  and  determines  which  party  receives  the  patent.   Obviously  it  helps  if  one  is 
the  "first-to-file"  because  this  is  objective  and  powerful  evidence,  but  it  is  possible  for 
another  applicant  to  introduce  evidence  that  he  or  she  was,  in  fiact,  the  first  to  invent  the 
invention  even  though  their  patent  applicant  was  not  filed  first.'*  It  is  easy  to  see  that  the 
whole  interference  process  arises  from  the  uncertainties  introduced  by  the  "first-to-invent" 
system.   Without  a  "first-to-invent"  system,  there  would  be  no  interference  proceedings  as 
one  would  simply  consult  the  filing  dates. 

Third,  delays  occur  at  many  points  in  an  interference  proceeding.   At  the  examination 


'*  BIO  would  only  support  adoption  of  a  first-to-file  system  as  part  of  a  balanced  package 
that  would  require  changes  in  the  patent  laws  of  other  countries.   Among  these  changes  are: 

•  elimination  of  patentable  subject  matter  exclusions  (i.e.,  making  patent  protection 
equally  available  for  ail  fields  of  technology  including  genetically  engineered  plants 
and  animals); 

•  prompt  examination  and  issuance  procedures  for  patent  applications; 

•  elimination  of  procedures,  such  as  pre-grant  opposition  actions,  that  delay  patent  grant 
once  examination  is  complete; 

•  an  adequate  minimum  patent  term  from  filing  (e.g.,  20  years),  with  provisions  for 
patent  term  restoration; 

•  a  scope  of  protection  that  extends  sufficiently  beyond  the  literal  scope  of  claims  so  as 
to  assure  equitable  protection  (i.e.,  one  similar  to  the  U.S.  doctrine  of  equivalents); 

•  the  strictest  of  limits  on  the  granting  of  compulsory  licenses  to  private  parties; 

•  inclusion  of  a  one-year  "grace  period*  for  publications;  and 

•  elimination  of  other  provisions  in  foreign  laws  that  are  discriminatory  and 
incompatible  with  strong  and  effective  protection  of  intellectual  property  rights  in  all 
countnes. 

The  proposed  change  of  U.S.  law  to  a  first-to-file  system  is  significant  and  is  not  without 
controversy  in  the  United  States.    Nevertheless,  BIO  believes  that  a  harmonization  package 
along  the  lines  above  would  remove  some  of  the  costs,  uncertainties  and  complexities  in 
current  U.S.  practice,  as  well  as  make  foreign  patent  systems  more  accessible  and  equitable 
to  U.S.  inventors. 
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level,  prosecution  (examination  by  the  PTO  of  an  application)  is  ofter.  suspended  by  the 
patent  examiner  after  an  applicant's  claims  are  held  allowable,  while  ±e  examiner  sets  up  the 
interference.    It  is  not  unusual  for  the  suspension  period  to  last  one  year  or  more.    Under  the 
1984  revision  of  the  Interference  laws^  the  Administrative  Patent  Judge  (also  called  the 
"examiner-in-chieP)  or  the  Board  of  Patent  Appeals  and  Interferences  (which  the 
Administrative  Patent  Judge  is  a  member)  can  decide  all  patent  issues  raised  by  the  parties 
without  dissolving  or  ending  the  proceedings.  For  instance,  the  Administrative  Patent  Judge 
can  decide  about  the  enablement  of  the  interfering  claim  (called  the  "interference  count") 
without  sending  the  applications  back  to  the  examining  corp  for  further  proceedings,  whereas  . 
under  the  old  rules  a  proceeding  could  be  dissolved  to  resolve  an  issue  of  patentability,  then 
the  proceeding  would  be  restarted  after  that  issue  had  been  resolved. 

Fourth,  the  PTO  controls  the  course  of  interference  proceedings.   Under  the  rules  that 
implement  the  law^'  each  proceeding  is  assigned  to  an  Administrative  Patent  Judge  who  is 
expected  to  exercise  control  over  the  interference  proceedings  so  that  the  proceedings  will  not 
be  pending  longer  than  two  years.   However,  it  is  not  unusual  for  the  resolution  of 
interference  proceedings  to  take  many  years.  The  r\iles  provide  for  both  flexibility  and 
appropriate  sanctions  that  may  be  used  by  the  Administrative  Patent  Judge  to  assure  each 
party  complies  with  the  Administrative  Patent  Judge's  orders.     The  rules  provide  the 
Administrative  Patent  Judge  the  ultimate  sanction  of  an  adverse  decision  against  a  party^. 

Fifth,  it  should  be  obvious  that  no  applicant  for  a  patent  would  ever  want  to  face  an 
interference  proceeding.   An  interference  proceeding  is  basically  a  proceeding  to  decide 
which  of  two  or  more  applicants  for  a  patent  will,  in  the  end,  receive  the  patent.   So,  an 
interference  proceeding  is  inherently  threatening  to  a  patent  applicant.    It  raises  the  prospect 


"  Public  Law  98-622  amended  35  U.S.C.  135(a)(1995).   This  paragraph  was  amended  to 
allow  the  examiner-in-chief  the  opportunity  to  determine  patentability  issues  during 
interference  proceedings  so  as  to  streamline  the  interference  process. 

•*  The  rules  for  interference  proceedings  are  set  forth   in  the  rules  37  CFR  §§  1.601- 
1.690  and  in  the  Manual  of  Patent  Examining  Procedures  (MPEP)  chapter  2300. 

"37  CFR  §  1.616 
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that  the  patent  applicant  will  not.  in  the  end,  receive  a  patent.    Only  one  pamcipant  in  an 
interference  proceeding  wins  and  everyone  else  loses. 

Sixth,  an  interference  proceeding  is  initiated  by  the  PTO,  not  any  of  the  applicants. 
Because  the  fact  and  substance  of  patent  applicants  is  known  only  to  the  PTO  until  the  time  a 
patent  is  finally  granted,  it  is  the  PTO,  and  only  the  PTO,  which  is  in  a  position  to  see  that 
there  are  competing  claims  for  a  patent.   So,  it  is  the  PTO  which  "declares"  an  interference 
and  initiatives  an  interference  proceeding. 

Seventh,  unfortunately,  there  are  many  interference  proceedings  which  involve  more 
than  two  parties.   In  the  competitive  world  of  biotechnology  research  companies  are 
constantly  in  a  race  to  invent  and  a  race  to  patent.  This  is  exactly  what  we  want  to  motive 
and  speed  the  research,  but  it  leads  to  many  close  calls  at  the  PTO^'. 

Eighth,  the  proceedings  themselves  are  very  complicated.  There  are  many  phases, 
many  types  of  motions,  and  lots  of  legal  and  factual  disputes.  The  Interference  rules  were 
amended  in  1984  to  speed  the  processing  of  interferences  by  giving  the  Administrative  Patent 
Judge  the  power  to  determine  both  patentability  questions  and  priority  decisions  in  the  single 
proceeding.   Although  this  measure  is  generally  viewed  as  speeding  up  the  interference 
proceedings  it  has  added  to  the  complexity  of  the  proceedings. 

The  proceedings  begin  with  the  patent  examining  corp  identifying  two  or  more  patent 
applications^  that  claim  subject  matter  in  common  each  application  being  found  to  be 
allowable  (as  stated  above  as  the  applications  proceed  through  the  PTO  at  different  speeds  it 
is  typical  to  suspend  the  earlier  filed  application  until  the  latter  filed  application  is  determined 
to  be  allowable). 


"  The  larger  the  number  of  pardes  in  an  interference  the  more  complex  the  proceedings. 
If  two  parties  are  involved  in  interference  there  is  one  set  of  discovery.    If  there  are  four 
parties  involved  in  interference  there  are  six  sets  of  discovery.    If  there  are  seven  parties  in 
interference  as  has  happened  in  biotechnology  there  are  twenty -one  sets  of  discovery.   This 
geometric  rise  in  complexity  in  part  explains  the  long  times  involved  in  these  complex 
biotech  cases. 

"  Interference  proceedings  can  also  be  between  patent  applications  and  issued  patents.  35 
U.S.C.  §  135  (a). 
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The  examiner  then  identifies  the  common  claim  between  the  applications  (called  the 
"interference  count")  or  writes  a  new  claim. 

The  examiner  then  sends  the  two  or  more  patent  applicatioas  to  the  Board  of  Appeals 
and  interferences; 

The  interference  is  then  assigned  to  a  Aiifinnijgattww  'rtiiMjt  Judge  who  oversees  this 
proceeding. 

Preliminary  motions  are  then  allowed.  Pre&ninary.aiotiods^as  disput&the  existence 
of  an  interference,  can  add  new  interference  counts  dr  alter*  tiwr  count,  can  ask  for  additional 
applications  to  be  added  to  the  proceedings,  can  motion  for  the  benefit  of  an  earlier  filing 
date  or  the  denial  of  Such  a  date  by  another  party  and  can  motion  for  judgement. 

Opposition  the  these  motions  are  permitted  within  a  time  frame  set  by  the 
Administrative  Patent  Judge. 

Replies  can  also  be  filed. 

Papers  not  authorized  by  the  rules  and  not  requested  by  the  Administrative  Patent 
Judge  can  be  returned  to  applicant  unfiled.   Motions  are  decided  by  the  Administrative  Patent 
Judge  who  can  consult  with  an  examiDer  on  issues  of  patentability  not  previously  decided  by 
the  examiner.   The  Administrative  Patent  Judge  can  grant,  deny  or  defer  considercion  of  the 
motions. 

If  a  decision  on  a  motion  results  in  an  order  to  show  cause  why  a  motion  should  not 
be  granted,  the  party  against  whom  the  order  would  be  against  can  request  a  hearing  before 
the  Administrative  Patent  Judge  and  two  other  Administrate  Patent  Judges  (constituting  a 
board).    The  decision  by  the  board  will  govern  the  further  proceedings  and  constitutes  a  final 
agency  action. 

A  period  is  set  for  discovery  by  the  Administrative  Patent  Judge.    After  discovery  is 
completed.    Any  party  wishing  to  take  testimony  can  elect  to  take  testimony  by  deposition  or 
by  affidavit.    A  transcript  of  any  «  pane  proceeding  can  be  used  as  an  affidavit.    Any 
redirect  will  take  place  at  the  proceeding.    In  the  event  that  a  party  needs  testimony  of  a  third 
party,  a  subpoena  can  be  issued  with  the  Administrative  Patent  Judge's  prior  approval  under 
35  U.S.C.  §  24.   The  Administrative  Patent  Judge  will  then  render  its  decision.   This 
decision  is  a  final  agency  action. 
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A  final  decision  is  reviewable  by  the  Coun  of  Appeals  for  the  Federal  Circuit 
(CAFC)  or  an  appropriate  federal  district  coun.    Any  reviewing  court  can  review  ail  aspects 
of  the  decision  including  patentability,  priority,  and  all  relevant  interlocutory  orders. 

As  can  be  seen,  these  intenerence  proceedings  can  be  interminable.   And,  to 
compound  the  injury,  the  legal  fees  for  patent  counsel  can  run  $350  to  Si, 000  per  hour. 

Based  on  all  of  these  facts  about  interference  proceedings,  it  should  be  obvious  that 
applicants  seeking  to  secure  a  late-issue,  submarine  patent  could  not,  and  would  not,  use 
prolonged,  interminable  interference  proceedings  as  part  of  their  strategy.   The  risks  and 
expense  alone,  not  to  speak  of  the  PTO's  control  of  the  proceeding  and  the  complex  issues, 
make  this  impractical  and  impossible. 

For  these  reasons,  and  the  ones  stated  earlier  in  the  discussion  of  the  caps  on 
compensation  for  appeals  and  interferences  (pages  15-17),  BIO  recommends  that  the  cap  on 
compensation  for  time  lost  due  to  interferences  be  lifted  and  that  applicants  be  compensated 
for  the  full  time  lost  due  to  interferences.   We  stand  by  our  claim  that  this  is  a  classic 
example  of  delay  which  is  beyond  the  applicant's  control  and  delay  for  which  an  applicant 
should  not  be  penalized. 

Consistency  whh  the  GATT:  The  four  BIO  proposed  amendments  are  all  consistent 
with  the  GATT  treaty  itself.  The  GATT  treaty  requires  that  the  patent  system  of  signatories 
provide  a  patent  term  which  is  at  least  20  years  from  application.  Signatories  can  provide  a 
patent  term  which  is  longer  than  20  years,  but  not  shorter.  There  is  no  requirement  that  the 
patent  term  be  set  at  a  maximum  of  20  years.    In  this  sense  the  GATT  implementing  law  sets 
the  shortest  possible  patent  term  consistent  with  the  GATT.   It  is,  therefore,  clear  that  the 
United  States  can  provide  compensation  to  diligent  patent  applicants  for  delays  which  are 
beyond  their  control.  The  GATT  implementing  law  from  December  provides  some 
compensation  and  that  is  consistent  with  the  GATT,  so  providing  additional  safeguards  is 
certainly  consistent  with  the  GATT.   The  issue  here  is  not  the;  GATT  treaty;  it  is  equity  for 
patent  applicants  under  a  completely  new  patent  system. 

The  Lemeison  Submarine  Patent  Case:  A  recent  case  Ford  Motor  Co.  v.  Lemelson. 
Civil  Action  Nos.  CV-N-613-LDG(PHA)  &  CY-N-92-545-LDG(PHA)  (D.  Nev.  June  16, 
1995)  addresses  the  problem  of  late-issue,  submarine  patents  and  may  provide  an  additional 
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means  of  overcoming  the  problem.    In  this  case  the  court  invalidated  a  late-issue  patent  due 
to  what  it  considered  to  be  abuse  of  the  patent  system  -  intentional  delays  by  the  applicant. 
This  case  demonstrates  that  there  are  direct  ways  to  attack  late-issue,  submarine  patents 
which  do  not  involve  shortening  the  patent  term  for  whole  categories  of  patents  where  there 
is  no  intent  to  secure  a  late-issue,  submarine  patent  There  is  certainly  no  need  to  punish 
diligent  patent  applicants  in  the  process  of  using  a  sludge-hammer  to  end  late-issue, 
submarine  patents. 

The  Log  Jam  nn  Patent  Legislation 

It  is  essential  that  we  resolve  the  controversy  over  the  20  year  patent  term.   Without  a 
resolution  we  fear  that  the  Congress  will  be  unable  to  return  to  a  business-like  consideration 
of  the  other  patent  issues  which  need  to  be  addressed.   Patent  term  is  a  critical  issue,  but 
there  are  other  important  issues.   The  following  patent  issues  need  to  be  addressed: 

1.  Hatch  Waxman  reform:  There  is  a  consensus  among  companies  that  do 
pharmaceutical  and  biotechnology  research  that  the  current  Hatch  Waxman  law 
undercompensates  researchers.   This  undercompensation  discourages  the  long  term 
investment  in  research  and  drug  discovery. 

2.  18  Month  Publication  and  Prior  User  Rights:  There  is  a  strong  consensus  in 
favor  of  conforming  U.S.  patent  law  to  the  system  in  Europe  and  Japan  where  the  substance 
of  patent  applications  is  published  18  months  after  the  patent  is  filed.  The  same  legislation 
must  define  the  user  rights  of  others  who  are  practicing  the  invention  but  who  have  no  patent 
protection  for  this  practice. 

3.  Reexamination  of  Patents:  Useful  reforms  can  be  adopted  to  strengthen  the 
process  for  securing  reexamination  of  a  patent.  This  might  reduce  the  tendency  of 
competitors  to  invalidate  a  patent  through  litigation. 

4.  pro  User  Fee  Diversion:  BIO  has  been  very  active  in  seeking  to  end  the 
diversion  of  PTO  user  fees  and  interested  in  the  proposals  to  restructure  of  the  PTO. 

5.  Scope  of  Patents  in  Japan:  The  Subcommittee  has  been  helpful  as  the  U.S.  seeks 
to  secure  adequate  patent  protection  for  biotechnology  inventions  in  Japan. 

6.  GATT  .Negotiations:  BIO  is  already  working  on  the  next  round  of  negotiations  on 
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international  treaties  on  patents.  Article  27.   The  current  anicle  does  not  provide  sutTicient 
protection  for  many  biotechnology  inventions. 

7.  The  Ganske-Wyden  Bill:  BIO  testified  at  the  October  19  hearing  of  the  House 
Intellectual  Property  Subcommittee  regarding  the  Ganske-Wyden  bill  and  explained  the 
damage  it  could  unintentionally  do  to  biomedical  research. 

The  log  jam  on  patent  legislation  arising  from  the  controversy  over  the  20  year  patent 
term  is  imposing  a  very  real  cost  for  all  of  us  who  care  about  patent  policy.   It  is  time  to 
resolve  the  controversy  by  ensuring  that  patent  term  is  not  eroded  due  to  government  action 
beyond  the  control  of  the  applicant. 

Conclusion 

Congressman  Moorhead  and  Senator  Hatch  have  demonstrated  their  undentanding  of 
the  importance  of  patents  for  biotechnology  inventions.  They  have  led  the  way  in 
strengthening  patent  protection  for  our  innovative  industry.  They  can  now  lead  the  way  to 
protect  diligent  patent  applicants  from  the  impact  of  the  20  year  patent  term. 

BIO'S  proposals  to  amend  H.R.  1733  and  S.  1540  form  the  basis  for  a  resolution  to 
the  patent  term  issue  and  would  enable  all  of  us  to  turn  to  other  important,  and  pressing, 
patent  policy  issues.   BIO's  proposals  addresses  the  legitimate  interests  of  patent  applicants 
without  opening  up  opportunities  for  abuse  by  those  who  seek  to  secure  late-issue,  submarine 
patents. 

With  the  adoption  of  these  amendments  there  is  no  longer  any  need  to  guarantee  a  17 
year  minimum  patent  term  from  grant.   Such  a  minimum  term  might  be  the  simple  solution, 
but  safeguards  for  diligent  patent  applicants  achieve  the  same  result  and  are  funcbonally 
equivalent. 

With  the  adoption  of  these  amendments  to  H.R.  1733  and  S.  1540,  BIO  is  ready  to 
enthusiasDcally  endorse  the  bill  and  explain  why  the  17  year  minimum  patent  term  is  not 
necessarv. 

To  be  clear,  the  guaranteed  minimum  17  year  patent  term  would  resolve  all  of  our 
concerns.  The  amendments  we  propose  to  the  20  year  term  would  achieve  the  same  result 
while  not  opening  up  opportunities  for  late-issue,  submarine  patents,  but  they  are  presented 
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as  an  integrated  and  comprehensive  package.    All  of  these  amendments  must  be  adopted  to 
ensure  that  the  20  year  term  wUl  not  erode  the  patent  term  for  diligent  applicants.    We  are 
open  to  different  technical  formulations  of  these  amendments  to  the  20  year  term,  but  the 
critical  issue  is  whether  taken  as  a  whole  the  amendments  protect  diligent  applicants.    If  they 
do  not.  then  the  only  available  alternative  becomes  the  guaranteed  minimum  17  year  tem. 

Thank  you  very  much  for  your  support  for  the  biotechnology  industry  and  the 
opportunity  to  present  this  testimony. 
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APPENDIX  A: 

EXPLANATION  OF  BIO  PROPOSED 

SUBSTITUTE  FOR  H.R.  1733  AND  S.  1540 

TO  PROTECT  DILIGENT  PATENT  APPLICANTS 

FROM  LOSS  OF  PATENT  TERM 

The  following  analysis  explains  the  terms  of  BIO's  four  proposed  amendments  to 
H.R.  1733  and  S.  1540.  The  four  amendments  are  incorporated  into  H.R.  1733  and  S. 
1540.  The  text  of  the  substitute  is  presented  following  this  analysis. 

The  BIO  substitute  ensures  that  diligent  patent  applicants  filing  new  applications  for 
patents  will  not  lose  patent  term,  when  such  term  is  20  years  starting  on  the  date  of 
application,  due  to  delays  beyond  their  control.    It  does  not  guarantee  a  17  year  patent  term 
from  the  date  a  new  application  is  granted.   All  these  amendments  are  consistent  with  the 
GATT  treaty  itself.   The  treaty  provides  that  signatories  must  provide  no  less  than  a  20  year 
term  from  application,  so  it  is  clear  that  setting  a  patent  term  of  20  years  with  safeguards  for 
diligent  patent  applicants  is  permitted. 

Like  H.R.  1733  and  S.  1540,  the  BIO  proposed  amendment  provides  additional 
safeguards  to  those  already  found  Ln  the  GATT  implementing  law  (P.L.  103-465).   H.R. 
1733,  S.  1540,  and  the  BIO  proposed  amendment  seek  to  protect  patent  applicants  by 
providing  greater  than  five  years  extension  for  delays  that  occur  at  the  PTO,  and  protecting 
applicants  from  miscellaneous  delays  at  the  PTO.   The  BIO  proposed  amendments  go  beyond 
the  amendments  in  H.R.  1733  and  S.  1540  by  providing  additional  safeguards  for  diligent 
patent  applicants  by  removing  the  cap  on  total  extensions  and  by  setting  an  objective  standard 
to  compensate  applicants  for  delays  that  occur  at  the  PTO.    Further,  the  BIO  proposed 
amendment  protects  the  diligent  patent  applicant  by  allowing  the  continuation  of  prosecution 
in  subsequently  filed  applications  without  loosing  a  patent  term  extension  earned  in  a 
previous  application.   Most  important,  the  BIO  proposed  amendment  provides  no  safe  harbor 
to  those  who  would  want  to  use  patent  term  extensions  to  submarine  an  industry  or 
competition. 

The  terms  and  intent  of  the  amendment  is  stated  in  the  following  analysis. 
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The  BIO  proposed  amendment  of  H.R.  1733  and  S.1540  amends  subsection  154(b)  of 
P.L.  103-465.   The  BIO  proposed  subsection  154(b)(1)  provides  for  extending  the  term  of 
patents  on  six  different  grounds:  subsection  154(b)(1)(A)  through  subsection  154(b)(1)(F). 
Further,  the  amendment  specifically  states  that  a  terminal  disclaimer  will  not  eliminate  the 
possibUity  of  term  extension  in  subsection  154(b)(1)(G).  The  BIO  proposed  subsection 
154(b)(2)  provides  that  a  patent  term  is  extended  on  the  "back  end",  it  will  not  enjoy  full 
"front  end"  provisional  protection.  This  limits  the  cumulative  period  of  pre-  and  post-grant 
protection. 

BIO's  proposed  subsection  154(b)(1)  includes  the  following  six  instances  in  which 
term  extensions  are  granted: 

Subsection  154(b)(1)(A):  delays  due  to  interferences  (including  appeals  from  such 
interferences); 

Subsection  154(b)(1)(B):  delays  in  giant  of  a  patent  caused  by  a  secrecy  order; 

Subsection  154(b)(1)(C):  delays  in  giant  caused  by  any  judicial  review  of  a  PTO 
determination  (including  mandamus  actions)where  die  reviewing  court  makes  a  decision 
adverse  to  the  applicant; 

Subsection  154(b)(1)(D):  administrative  delays  at  the  PTO; 

Subsection  154(b)(1)(E):  administiative  delays  in  the  PTO  after  s^licant  petitions 
for  the  withdrawal  of  finality;  and 

Subsection  154(b)(1)(F):  delays  that  occur  in  a  parent  application. 

The  first  of  these  amendments  -  BIO's  proposed  subsection  154(b)(1)(A)  -  amends 
subsection  154(b)(1)  of  P.L.  103-465  to  eliminate  the  5  year  cap  on  total  extensions.    H.R. 
1733  and  S.  1540  recognize  that  the  five  year  cap  on  extensions  of  patent  term  was  unfair  to 
some  of  the  most  innovative  inventors  and  therefore  amended  the  cap,   from  five  to  ten 
years.   This  amendment  takes  that  idea  one  step  further  by  eliminating  the  cap.   It  is  unfair 
to  applicants  to  prevent  them  from  recovering  a  patent  term  when  they  could  not  prevent  the 
delay.    Any  cap-  5  or  10  yean  or  any  other  number  is  arbitrary. 

BIO's  proposed  subsection  154(b)(1)(A)  also  clarifies  the  dates  used  in  calculating  the 
various  causes  of  delay.   This  obviates  some  problems  in  P.L.  103-465  and  the  PTO 
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regulations.    For  example,  it  is  not  uncommon  in  PTO  practice  to  suspend  prosecution  of  an 
application  for  a  considerable  period  of  time  before  actually  declaring  an  interference.    BIO's 
proposed  subsection  154(b)(1)(A)  requires  calculation  of  the  extension  period  from  the  time 
the  PTO  suspends  prosecution,  declares  an  interference  or  when  the  patent  applicant  proposes 
an  interference,  whichever  is  first. 

Similarly,  BIO's  proposed  subsection  154(b)(1)(B)  clarifies  the  calculation  of  the 
extension  of  time  for  a  secrecy  order  to  specifically  include  the  time  an  application  was 
suspended. 

There  is  a  similar  problem  in  the  calculation  of  extensions  due  to  a  appellate  review 
which  is  clarified  in  BIO's  proposed  subsection  154(b)(l)(0.  P.L.  103-465  provides  that 
the  period  of  extension  ended  on  the  date  on  which  the  decision  was  rendered  by  the  Board 
or  reviewing  court.   However,  applicants  can  still  wait  a  considerable  time  before  the  PTO 
resumes  actions  on  an  application  after  a  successful  appeal.   For  example,  a  decision 
reversing  all  rejections  of  the  claims.  In  re  Bell,  was  handed  down  by  the  Federal  Circuit  on 
April  20,  1993.   The  patent,  however,  did  not  issue  until  April  11,  1995,  a  delay  of  two 
years.   The  vast  majority  of  that  2  year  period  was  spent  waiting  for  the  PTO  to  issue  a 
notice  of  allowance  following  the  appeal  so  the  applicant  could  pay  the  issue  fee. 

The  extensions  for  appellate  review  in  subsection  154(b)(2)  of  P.L.  103-465  employs 
the  language  "reversing  an  adverse  determination  of  patentability"  as  the  prerequisite  for  an 
extension.  Some  have  interpreted  this  language  (incorrectly  we  believe)  as  requiring  that  all 
adverse  decisions  must  be  reversed  in  order  for  the  applicant  to  qualify  for  an  extension. 
Since  only  one  erroneous  reason  for  rejecting  an  application  will  delay  the  grant  of  a  patent, 
this  narrow  interpretation  of  the  statute  is  at  odds  with  the  original  purpose. 

BIO's  proposed  subsection  154(b)(l)(0(D  clarifies  this  issue.    Furthermore,  the 
proposed  alternative  would  qualify  for  extensions  those  periods  of  delay  caused  by  judicial 
review  of  any  PTO  action  that  has  an  adverse  impact  upon  an  applicant,  not  just  decisions  on 
patentability.    For  example,  the  new  provision  would  apply  to  a  review  by  way  of  mandamus 
of  a  Commissioner's  decision  (e.g..  the  correct  filing  date  of  an  application)  not  normally 
appealable  if  that  decision  adversely  affects  an  applicant.   An  applicant  who  successfully 
seeks  judicial  review  in  such  circumstances  should  not  be  penalized  for  delay  which  was  the 
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result  of  correcting  an  erroneous  PTO  decision.    If.  however,  the  PTO  proceeded  with  the 
prosecution  of  such  an  application  while  the  other  matter  was  under  review,  there  would  not 
be  an  extension  since  the  period  of  extension  is  only  for  the  time  when  there  is  no  ex  pane 
prosecution. 

BIO's  proposed  subsection  154(b)(l)(Q(u)  allows  the  submission  of  an  additional 
response  by  the  applicant  to  the  decision  of  the  appellate  Court  or  the  Board  to  quickly 
resolve  issues  raised  by  the  Court  or  the  Board.   This  proposed  amendment  allows  a 
promptly  filed  response  to  allow  the  continuation  of  prosecution  of  an  application  without  the 
filing  of  a  new  application. 

BIO's  proposed  subsection  154(b)(1)(D)  provides  for  patent  term  extension  when 
administrative  (including  examination)  delay  in  the  PTO  exceeds  2  years  on  a  cumulative 
basis.     P.L.  103-465  does  not  provide  extensions  to  diligent  applicants  for  administrative 
delay  outside  applicants  control.  H.R.  1733  and  S.  1540  do  for  extensions  caused  by 
"unusual  administrative  delay",  and  requires  'the  Commissioner  to  prescribe  regulations  to 
govern  the  determination  of  the  period  of  delay  .  .  .".  This  amendment  provides  an  objective 
basis  for  all  patent  applicants  to  determine  if  the  administrative  delay  at  the  PTO  was  undue. 
There  are  a  number  of  reasons  in  the  fiiture  why  the  PTO  may  not  be  able  to  handle  patent 
applications  expeditiously.   Whether  the  cause  is  lack  of  fimding,  a  national  emergency,  the 
mishandling  of  the  application  files,  or  a  deliberate  decision  by  the  PTO  to  refiise  the  grant 
of  certain  applications  pending  the  decision  by  an  appellate  court  in  a  test  case,  applicants 
should  not  be  penalized. 

BIO's  proposed  subsection  154(b)(1)(E)  provides  for  extension  when  administrative 
delay  in  the  PTO  exceeds  six  months  on  a  cumulative  basis  between  applicants  petitioning  for 
the  withdrawal  of  a  final  rejection  (not  on  the  merits)  and  the  final  rejection  or  allowance  of 
that  application^.   Like  BIO's  proposed  subsection  154(b)(1)(E),  this  subparagraph   replaces 


^  During  the  prosecution  of  a  patent  application  before  the  PTO  each  application  is 
examined  twice.    Frequently,  during  those  examinations  progress  towards  patentability  is 
made  without  the  allowance  of  the  application,  for  instance  by  the  PTO  and  the  patent 
applicant  agreeing  on  issues  involving  the  claim  language.    In  these  instances  the  applicant 
can  refile  a  continuing  application-  which  would  continue  the  prosecution  of  the  that 
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extensions  for  unusual  administrative  delay  provided  for  in  H.R.  1733  and  S.  1540  and 
which  is  not  included  in  P.L.  103-465.   This  amendment  assures  the  patent  applicant  that  he 
can  pay  for  the  withdrawal  of  a  final  rejection  and  the  PTO  will  still  compensate  applicant  if 
there  are  delays  in  the-PTO  prosecuting  his  application.   Instances  where  applicant  petitions 
and  pays  a  fee  under  37  C.F.R.  1.129(a)  for  the  withdrawal  of  finality  of  a  rejection  should 
not  remove  the  requirement  that  the  PTO  must  process  those  patent  applications  promptly. 
As  in  the  prosecution  of  patent  applications  above,  there  are  a  number  of  reasons  why  the 
PTO  may  not  be  able  to  handle  patent  applications  expeditiously  but  in  any  of  these  instances 
applicants  should  not  be  penalized  for  delays  beyond  his  control. 

BIO'S  proposed  subsection  154(b)(1)(F)  provides  for  rolling  extensions  into 
subsequently  filed  application  in  instances  where  the  prosecution  of  a  subsequently  filed 
application  is  really  merely  the  continuation  of  prosecution  of  the  same  invention  within  the 
PTO.    Neither  P.L.  103-465  nor  S.  1540  clearly  indicates  if  rolling  extensions  into 
subsequently  filed  applications  is  permitted.  In  this  subparagraph  rolling  extensions  over  is 
permitted  in  four  different  instances  identified  in  clauses  (i)-(iv). 

In  BIO's  proposed  subsection  154(b)(l)(F)(0  rolling  extensions  into  divisional 
applications''  is  provided  for  as  long  as  applicant  quickly  files  the  application  that  the  PTO 
has  indicated  is  separable.    For  these  application  the  delay  in  the  prior  application  is 
necessarily  a  delay  in  all  the  divisional  applications  and  therefore  each  extension  should  be 


invention  or  in  certain  instances  petition  and  pay  an  amount  equivalent  to  the  price  of  filing  a 
new  application  and  have  the  second  or  final  rejection  withdrawn,  giving  the  applicant  two 
additional  examinations. 

"A  divisional  application  is  an  application  that  is  directed  to  subject  matter  that  the  PTO 
deems  is  patentably  distinct  subject  matter  from  subject  matter  contained  in  a  pending 
applicauon.      Frequently,  the  PTO  determines  that  a  single  patent  application  contains 
multiple  distinct  inventions  that  are  each  able  to  support  a  independent  application  and  that  it 
would  be  to  administratively  burdensome  for  the  PTO  to  examine  all  the  inventions  in  the 
same  patent  application.    Upon  such  a  finding  the  PTO  requires  the  applicant  to  decide  which 
single  invention  will  be  prosecuted  in  that  application.   The  applicant  can,  at  that  time,  pay 
the  PTO  and  file  a  new  application  which  is  the  same  as  the  previous  application.   This  new 
application  is  called  a  divisional  application.  The  applicant  can  then  pursue  the  previously 
non-selected  inventions. 
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transferable  to  the  subsequently  filed  applic 

In  BIO'S  proposed  subsection  154(b)(l)(F)(u)  rolling  extensions  into  a  continuation- 
in-pan  applications"  is  provided  for  if  the  same  invention  is  being  pursued.   The 
requirement  that  the  same  invention  is  pursued  will  prevent  applicant  from  getting  a  benefit 
from  a  previously  filed  application  on  claims  directed  to  a  new  invention  which  was  not 
involved  in  the  original  delay. 

In  BIO'S  proposed  subsection  154(b) (l)(F)(iii)  rolling  extensions  into  a  continuation 
application"  is  provided  for  if  applicant  is  merely  continuing  the  prosecution  of  the  same 
invention  as  was  prosecuted  in  the  prior  application.   Extensions  in  clauses  (ii)  and  (iii)  allow 
applicant  to  continue  to  prosecute  the  same  invention  without  jeopardizing  the  extensions  that 
they  earned  in  the  previous  applications. 

Finally,  in  BIO's  proposed  subsection  154(b)(l)(F)(iv)  rolling  extensions  into  an 
continuing  application  are  provided  if  applicant  quickly  files  the  continuation  patent 
application  thus  allowing  applicant  the  opportunity  to  continue  to  prosecute  some  claims 
while  others  are  allowed.  This  clause  will  allow  applicant  to  get  patent  protection  while 
continuing  to  prosecute  other  claims  within  the  same  application. 

BIO  proposed  subsection  154(b)(1)(G)  assures  extensions  are  available  for  cases 
where  a  terminal  disclaimer^  is  required.     This  subparagraph  specifically  contradicts  both 


"  A  continuation-in-pan  application  is  an  application  directed  to  the  same  subject  matter 
in  the  previously  filed  application,  but  which  also  includes  additional  information  within  the 
body  of  the  patent  application. 

"A  continuadon  application  is  an  application  that  contains  the  exact  same  information  as 
a  previously  filed  application,  but  allows  the  patent  applicant  to  continue  to  prosecute  the 
invention.  Continuation  applications  are  usefiil  when  an  applicant  is  making  progress 
towards  patentability,  but  the  application  has  been  rejected  twice,  or  when  the  examiner  has 
indicated  certain  claims  are  allowable  and  others  are  not  and,  therefore,  the  applicant  wants 
to  have  some  claims  issue  while  the  patent  applicant  continues  to  contest  the  patentability  of 
other  claims. 

'*A  terminal  disclaimer  is  a  notification  to  the  public  that  the  applicant  forgoes  the  full 
term  of  a  patent  because  the  claims  are  directed  to  an  invention  that  is  similar  to  an  invention 
that  the  inventor  already  has  patented.   The  terminal  disclaimer  is  designed  to  prevent  the 
patent  applicant  from  having  an  effective  patent  term  that  last  longer  than  the  term  of  the 
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P.L.  103-465,  H.R.  1733,  and  S.  1540.   This  amendment  is  necessary  to  allow  a  diligent 
applicant  to  patent  certain  claims  and  to  be  able  to  continue  to  contest  others.   This 
amendment  would  not  provide  any  patent  term  extension  to  would  be  submariners  as  the 
patent  term  extension  are  dependent  upon  circumstances  beyond  the  applicants  control  and  in 
the  instance  where  the  applicant  decides  to  appeal  the  extension  is  dependent  upon  a  decision 
adverse  to  the  PTO  from  a  reviewing  coun  or  the  board.   Without  such  a  provision  applicant 
would  effectively  have  no  ability  to  recoup  patent  term  in  cases  requiring  a  terminal 
disclaimer.     Similarly,  without  this  amendment,  applicant  would  have  no  motivation  to 
accept  the  patent  to  a  narrow  claim,  that  the  Examiner  might  offer,  while  a  broad  claim  was 
pending. 

Finally, BIO's  proposed  subsection  154(b)(2)  puts  certain  limitations  on  patent  term 
extension.  First,  BIO's  proposed  subsection  154(b)(2)(A)  provides  that  during  a  particular 
period  of  time  a  patent  qualifies  for  extension  under  more  than  one  provision  of  paragraph 
(1),  only  one  period  of  extension  will  be  permitted.  In  other  words,  there  will  not  be  any 
double  counting. 

Following  is  the  text  of  BIO's  proposed  amendments  to  S.  1540  and  subsection  154  of 
the  GATT  implementing  law  20  year  patent  term. 


first  issued  patent. 


179 


APPENDIX  B: 

BIO  PROPOSED  AMENDMENTS 

TO  H.R.  1733  AND  S.  1540 

TO  PROTECT  DILIGENT  PATENT  APPLICANTS 

FROM  LOSS  OF  PATENT  TERM 

Following  is  the  text  of  BIO's  proposed  amendments  to  H.R.  1733  and  S.  1540  to 
protect  diligent  patent  applicants  from  the  loss  of  patent  term.   It  amends  subsection  154  of 
the  GATT  implementing  law  20  year  patent  tenn. 

(A)  Congressional  Findings 

(1)  The  Congress  finds  that  the  patent  tcnn  provisions  of  the  GATT  implementing  law 
(P.L.  103-465)  may  inadvertently  erode  patent  term  of  diligent  patent  applicants  and  that 
safeguards  should  be  incorporated,  consistent  with  the  GATT,  which  ensure  that  dUigent 
patent  applicants  do  not  lose  patent  term  under  the  new  twenty  year  patent  term  due  to  delays 
that  are  beyond  their  control. 

(2)  The  Congress  finds  that  these  safeguards  for  diligent  patent  applicants  should  not 
provide  opportunities  for  patent  applicant  to  intentionally  delay  the  issuance  of  a  patent. 

(3)  The  Congress  finds  that  the  following  amendments  are  consistent  with  the  GATT, 
protect  diligent  patent  applicants,  and  do  not  provide  the  opportunities  to  delay  the  issuance 
of  a  patent 

(B)  Amendment  to  H.R.  1733  and  S.  1540:  Delete  section  2  (b)  (1)  and  (b)(2)and  insert  in 
lieu  thereof  the  following: 

"(b)  PA-rapTT  TERM  Exn»5iON  To  Compensate  A?fucA^as  For  Delays  Beyond  Their 

CONTROL.- 

"(1)  Basis  For  PATEm-  Term  ExiENSlONS.-Subject  to  the  limitations  of 
paragraph  (2)  of  this  subsection,  if  the  grant  of  a  patent  is  delayed  due  to  any  of  the 
following,  the  term  of  a  patent  determined  pursuant  to  paragraph  (2)  of  subsection  (a) 
of  this  section  shall  be  extended  for  the  period  indicated: 
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"(A)  Patent  Term  Extensions  For  Delays  due  to  Interferences. --if  an 
application  is  involved  in  one  or  more  interference  proceeding  under  Section 
135(a)  of  this  title,  the  period  of  extension  shall  be  the  same  as  the  period 
beginning  with  the  earlier  of  (i)  the  declaration  of  the  interference,  or  (ii)  the 
suspension  of  ex  pane  examination  in  order  to  permit  the  interference,  or  (iii) 
in  the  circumstance  where  the  interference  is  between  the  application  and  an 
unexpired  patent,  on  the  date  when  the  applicant  proposes  a  count  for 
interference  whether  or  not  the  interference  is  ultimately  declared  with  the 
unexpired  patent  and  ending  on  the  resumption  of  ex  pane  proceedings  in  the 
Patent  and  Trademark  Office  after  the  termination  of  the  interference 
proceeding  including  any  appeals  thereof. 

"(B)  Patent  Term  Extensions  For  Delays  due  to  Secrecy  ORDERS.-If 
an  application  is  the  subject  of  a  secrecy  order  pursuant  to  Section  181  of  this 
tide,  the  period  of  extension  shall  be  the  same  as  the  period  during  which  the 
grant  of  a  patent  was  withheld  or  prosecution  was  suspended. 

"(C)  Patent  Term  Extensions  For  Delays  dije  to  Appeals.- 
(0  If  an  applicant  for  a  patent  seeks  review  by  the  Board  of  Patent 
Appeals  and  Interference  or  a  Federal  Court  of  a  decision  by  the  Patent  and 
Trademark  Office,  including  the  review  of  a  decision  of  the  Commissioner, 
and  such  review  results  in  a  reversal  of  a  determination  adverse  to  the 
applicant,  the  period  of  extension  shall  be  the  same  as  the  period  beginning  on 
the  date  on  which  the  applicant  initiates  the  review  and  ending  on  the 
resumption  of  ex  pane  proceedings  in  the  Patent  and  Trademark  Office; 

(ii)  Regardless  of  the  result  of  any  such  review  by  the  Board  of  Patent 
Appeals  and  Interference  or  a  Federal  Court,  an  applicant  shall  be  entitled  to 
submit  in  the  application  that  was  reviewed  a  response  and/or  amendment  and 
evidence  within  six  months  of  the  date  of  the  decision  or  review  was  made, 
and  ex  pane  prosecution  shall  resume  on  the  basis  of  such  submission.   The 
Patent  and  Trademark  Office  shall  not  be  obligated  to  consider  any  more  than 
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one  such  submission.  >  . , 

"(D)  Patcnt  Term  Extensions  For  Delays  Due  To  Unusual  Delays  at 
The  Patent  And  Trademark  OmcE.-Unless  the  application  is  pending  before 
the  Board  of  Patent  Appeals  and  Interferences,  if  the  Patent  and  Trademark 
Office  has  taken,  on  a  cumulative  basis,  more  than  2  years,  to  take  any  and  all 
steps  necessary  to  advance  an  application  to  (1)  grant,  or  (2)  final  rejection, 
and  to  process  the  application  for  issue  then  the  period  of  extension  shall  be 
the  same  as  the  cumulative  period  in  excess  of  2  years  an  applicant  has  waited 
for  the  Patent  and  Trademark  Office  to  take  an  action  necessary  to  advance  the 
application  to  grant  or  final  rejection  and  to  process  the  application  for  issue. 

"(E)  Patent  Term  Extensions  For  Delays  due  To  Delays  At  The 
Patent  Oftice  After  Withdrawal  of  Final  rejection.-  If  the  Patent  and 
Trademark  Office  has  taken,  on  a  cumulative  basis,  more  than  six  months  to 
take  any  and  all  steps  necessary  to  advance  an  application  to  (1)  grant,  or  (2) 
final  rejection  from  the  date  of  the  Patent  and  Trademark  Office's  receipt  of  a 
petition  from  the  applicant  for  the  withdrawal  of  the  finality  of  the  rejection 
(other  than  petitions  on  the  merits  of  the  final  rejection)  then  the  period  for 
extension  shall  be  the  same  as  the  cumulative  period  in  excess  of  six  months 
an  applicant  has  waited  for  the  Patent  and  Trademark  Office  to  take  action 
necessary  to  advance  the  application  to  grant  or  final  rejection. 

"(F)  Patent  Term  Extensions  Maintained  In  Subsequently  Filed 
Appucations  For  The  Same  iNVENnoN.-Delays  which  are  the  basis  for  patent 
term  extension  under  paragraph  (A),  (B),  (C),  (D)  and  (E)  of  this  Section  shall 
include: 

(D  in  divisional  applications,  delays  occurring  prior  to  the  later  of  (a) 
the  finality  of  a  restriction  requirement  made  under  35  U.S.C.  §  121,  or  (b) 
the  denial  of  an  appropriately  filed  petition  for  the  reconsideration  of  the 
finality  of  the  restriction  requirement,  or  (c)  the  election  by  applicant  without 
traverse  in  a  prior  patent  applications  which  is  the  priority  basis  of  the 
divisional  application  if  the  divisional  application  is  filed  within  six  months  of 
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the  later  of  (a),  (b)  or  (c); 

(ii)  in  continuation-in-pan  applications  delays  that  occurred  in  the 
priority  application,  if  the  continuation-in-pan  application  is  filed  with  claims 
directed  to  inventions  previously  claimed  and  not  directed  to  new  matter  (with 
respect  to  the  priority  application)  and  the  claims  have  been  finally  rejected; 

(iii)  in  continuation  applications  delays  that  occurred  in  the  priority 
application,  if  the  continuation  application  is  filed  with  claims  directed  to 
inventions  previously  claimed  and  the  claims  have  been  finally  rejected;  or 

(iv)  in  continuation  applications  delays  that  occurred  in  the  priority 
application,  if  the  continuation  application  is  filed  within  six  months  of  the 
indication  of  allowability  of  any  claim  and  the  continuation  application  only 
includes  claims  that  have  been  indicated  as  allowable  or  are  dependent  on 
those  claims. 

"(G)  Patent  Term  Extensions  Availabiuty  Despite  Terminal 
Disclaimers.-  Any  patent  whose  term  has  been  disclaimed  beyond  a  specified 
date  will  be  extended  under  this  section  beyond  the  expiration  date  specified 
in  this  disclaimer  by  means  of  the  extension  granted  to  this  patent  under  this 
Section. 
"(2)  Limitations  On  Patent  Term  Extensions.- 

"Maximum  Periods  of  Patent  Term  Extension.-  To  the  extent  that 
multiple  grounds  for  extension  specified  in  paragraph  (1)  of  this  subsection 
apply  to  the  same  period  during  which  the  application  was  pending,  the  patent 
shall  be  entitled  to  an  extension  based  on  only  one  of  such  grounds  for  such 
period." 
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APPENDIX  C: 

DELAYS  DUE  TO  SUCCESSFUL  APPEAT.S 

FOR  BIOTECHNOLOGY  PATENTS 

TO  THE  COURT  OF  APPEALS 

FOR  THE  FEDERAL  CIRCUTT  (CAFC^ 

Following  are  some  examples  of  long  delays  in  cases  appealing  PTO  actions  to  the  Court 
of  Appeals  for  the  Federal  Circuit  (CAFC).   A  five  or  ten  year  cap  on  the  compensation  due 
to  patent  applicants  for  delays  at  the  CAFC  would  be  inadequate  to  compensate  the 
companies  in  these  and  other  cases. 

4'A  years  In  re  Vaeck  20  USPQ  2d  1438  (CAFC) 
8  years  In  re  Goodman  29  USPQ  2d  2010  (CAFC) 
10  years  In  re  Wright  27  USPQ  2d  1510  (CAFC) 

13  years  Fiers  v.  Sugano  25  USPQ  2d  1601  (CAFQ 

14  years  In  re  BeU  26  USPQ  2d  1529  (CAFQ 
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APPENDIX  D: 

DELAYS  DUE  TO  SUCCESSFLX  DEFENSE 

IN  INTERFERENCE  PROCEEDINGS 

FOR  BIOTECHNOLOGY  PATENTS 

AT  THE  PATENT  AND  TRADEMARK  OFFICE 

Below  examples  of  long  delays  in  cases  involving  interferences.    A  five  or  ten  year  cap 
on  the  compensation  due  to  patent  applicants  for  delays  for  interferences  would  be  inadequate 
to  compensate  the  companies  in  these  and  other  cases. 

(a)  Case  One:  Interference  originally  declared  between  multiple  parties.   The 
Administrative  Patent  Judge  indicated  when  rendering  an  interlocutory  decision  that  without 
settlement  the  interference  could  last  at  least  1 1  years.   At  that  time  the  application  was  some 
eight  years  old.   The  junior  and  thus  likely  losing  party  was  already  on  the  market  and  had 
every  incentive  to  delay  the  interference  and  not  to  settle.   Under  the  new  law  this  invention 
would  be  lucky  to  enjoy  one  year  of  effective  life  with  a  possible  5  year  extension.   Although 
interferences  are  relatively  rare  those  involving  important  inventions  usually  last  a  long  time. 
The  situation  will  become  even  worse  if  GATT  is  implemented  like  NAFTA  by  making  35 
use  104  international  or  possibly  repealing  it  altogether.   The  prospect  of  "tactical" 
interferences  is  alarming. 

(b)  Case  Two:  Another  biotechnology  based  company  has  20  declared 
interferences  with  the  furthest  progressed  of  those  contested  (i.e.  not  settled)  which  comprise 
more  than  half  of  the  total  pending  now  for  10  years  and  not  expected  to  be  decided  within 
the  pro  for  another  two  years.   This  decision  is  then  subject  to  the  loser's  right  of  appeal  to 
the  district  court  (2-3  years  for  final  decision)  and  then  the  CAFC!   As  with  the  first  example 
effective  life  could  be  reduced  to  little  or  none. 

(c)  Case  Three:  Chief  Counsel  of  yet  another  of  our  member  companies  has 
had  more  interferences  declared  in  the  first  few  years  with  that  company  than  in  twenty  years 
with  a  major  pharmaceutical  company. 
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Molecular  Biosystems^  Inc. 

10030  Bwne*  Canyoa  Road.  Sut  Dic8o.  Califbrala  92121-2789 
(619)452-0681 

May  3,  1996 


Hon.  Jan  Meyers 

House  of  Representatives 

Committee  on  Small  Business 

2361  Rayburn  House  Office  Building 

Washington,  DC  20515-6315 

Re:  April  25,  1996  Hearing 

Entitled  "PATENT  TERM  AND  PATENT  DISCLOSURE 
LEGISLATION" 

Dear  Ms.  Meyers: 

Further  to  my  oral  and  written  testimony  provided  for 
the  above- captioned  hearing,  I  would  like  to  enter 
additional  information  regarding  the  so-called  "submarine 
patent"  issue. 

It  has  been  stated  that  the  number  of  continuation 
applications  has  steadily  increased  over  the  years.  This 
fact  was  offered  as  evidence  of  the  increase  of  submarine 
patent  practice.  I  would  like  to  clarify  that  several 
years  ago,  the  USPTO  implemented  "compact  prosecution"  in 
order  to  speed  up  the  process  of  examination.  Typically, 
this  results  in  two  rejections  per  case.  The  initial 
rejection  is  made,  and  after  a  response  from  the  appli- 
cant, the  case  is  allowed  or  the  rejection  is  made  final. 
At  this  point,  if  the  rejection  was  maintained,  the 
applicant  has  two  choices. 

The  first  choice  is  to  abandon  the  application  in 
favor  of  filing  a  continuation  application  in  order  to 
continue  the  examination  process.  Often,  the  examiner 
can  be  convinced  of  the  worthiness  of  the  invention  by 
these  further  communications  and  would  have  otherwise 
allowed  the  original  application,  if  not  for  the  compact 
prosecution  requirements . 

The  other  choice  is  to  file  an  appeal.  This  is  a 
costly  and  lengthy  process.    Needless  to  say,  most 
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practitioners  choose  the  first  option  several  times 
before  resorting  to  the  second.  As  is  readily  apparent, 
the  filing  of  even  one  continuation  application  under  the 
new  system,  using  the  average  that  has  been  provided  by 
the  USPTO,  results  in  a  patent  term  that  is  shorter  than 
the  old  17  year  term.  Often,  it  takes  several  such 
continuations  to  result  in  allowed  claims. 

I  would  offer  an  alternate  theory  that  the  increase 
in  the  total  number  of  applications  filed,  coupled  with 
an  examination  process  that  has  resulted  in  increasingly 
numerous  and  lengthy  rejections,  may  be  responsible  for 
rise  in  continuation  applications.  There  can  be  no 
denying  that  this  is  especially  true  of  the  biotech  art 
units.  In  fact,  the  PTO  recently  published  new  guide- 
lines for  "utility"  rejections,  as  those  types  of 
rejections  slowed  the  examination  process  significantly, 
resulting  in  continuation  applications  filed  for  the  sole 
purpose  of  advancing  prosecution. 

Rep.  Rohrabacher  questioned  whether  administrative 
measures  could  be  taken  by  the  PTO  to  curb  the  submarine 
patent  practice.  As  mandatory  early  publication  has  been 
suggested  as  a  possible  cure  to  the  problem,  I  would 
suggest  that  there  are  alternate  measures  that  could  be 
taken.  I  do  not  agree  that  submarine  practice  is  common- 
place, however,  I  do  not  believe  that  even  one  applicant 
should  be  allowed  to  benefit  from  that  method  of  dilatory 
patent  prosecution. 

According  to  the  current  provisions  in  The  Manual  of 
Patent  Examining  Procedure,  cases  which  have  not  been 
resolved  after  a  third  official  action,  or  alternatively, 
which  have  not  been  resolved  after  pending  for  five 
years,  should  be  considered  "special"  by  the  examiner. 
This  designation  is  the  responsibility  of  the  supervisory 
primary  examiner  and  it  results  in  expedited  measures  to 
terminate  prosecution.  See  M.P.E.P.  707.02(a),  attached. 
Accordingly,  the  M.P.E.P.  could  be  amended  to  reflect 
that  the  pendency  should  be  measured  from  the  earliest 
priority  date  of  the  pending  application. 

Further  provisions  for  publication  of  applications 
having  long  pendencies  when  measured  from  the  priority 
date  would  also  avoid  submarine  patents.  35  U.S.C.  122 
enables  the  Commissioner  to  make  public  certain  informa- 
tion regarding  pending  patent  applications  under  special 
circumstances.   See  attachment.   "Special"  applications 


187 


svpra  could  qualify  for  this  measure.  In  that  way, 
diligent  patent  applicants  who  work  swiftly  to  conclude 
prosecution  within  five  years  could  avoid  prior  publica- 
tion of  their  pending  applications. 

While  this  example  may  not  be  the  best  alternate 
provision,  it  illustrates  that  the  PTO  already  has  some 
power  to  curb  the  submarine  patent  practice,  and  that  a 
few  well-placed  amendments  could  enable  the  PTO  to  handle 
the  problem  administratively,  without  the  necessary  early 
publication  of  all  patent  applications. 

I  must  admit  that  there  are  certain  benefits  to  the 
early  publication  of  all  patent  examinations.  These 
benefits  have  been  amply  pointed  out,  and  include  the 
ability  to  level  the  playing  field  and  avoid  infringement 
(or  at  least  duplicative  efforts) .  However,  as  I  have 
vehemently  stated,  the  benefit  is  outweighed  by  the 
potential  harm  to  small  businesses  and  non-profit  organi- 
zations who,  for  financial  or  other  reason,  may  choose 
not  to  file  abroad.  Until  some  measure  provides  protec- 
tion for  the  small  entities,  alternatives  to  mandatory 
early  publication  must  be  considered. 


Sincerely, 

Diane  Gardner 
Patent  Agent 


Attachments 
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other  papen.  The  CommiHioner  may  require  •traiuluioa  of  35Uii.C.  130    BimIII  of  MfHtr  ftUat  <M  >>  Um  (MM 

UtepapenfUedifnMliiiheEBgUshlaniuiteaiidnichaUieT  Stem, 

Mbnnalion  M  he  dcemi  neccMU>-  An  application  far  pueni  for  winveaiiondiKtowd  In  the 

(c)  InUkeiDamKraAdMbjccitothesamecomtitioaiaMl  mannerprovidedbythefim  paragraph  of  «e«ion  111  of  ihli 
rcquireinent*,  the  risht  provided  in  thii  lectlon  may  be  bated  tiUe  in  an  applicatioa  previouly  filed  in  the  United  Suio.  or 
upon  a  tutacqucni  refularly  Hied  application  in  the  nme  a*  provided  by  KCtlon  363  of  this  title,  which  it  focd  by  an 
foreign  country  instead  of  the  ritzt  filed  forei|n  application,  inventor  or  inventon  naned  in  the  previouily  filed  applica- 
provided  that  any  foreign  applicatioa  Tiled  prior  lo  nich  tion  shall  have  the  mac  effect,  u  to  ludtinvcfltion,  although 
sutaequent  application  has  been  withdrawn,  abandoned,  or  flled  on  the  date  of  the  prior  application,  if  filed  before  the 
otherwitediipMedaCwitbouthaviagbeealaidopcntopiMic  patenting  or  abandonment  of  or  termination  of  proceedlngi 
biipection  and  without  leaviag  any  rights  outnanding,  and  has  on  the  first  application  or  on  an  application  similarly  entitled 
not  served,  nor  theteaflershaU  serve,  as  a  basis  for  claiming  a  to  the  benefit  of  the  filing  date  cf  the  fbst  applicatioa  and  if  it 
right  of  priority.  contains  or  Is  amended  to  contain  a  tpedSe  reference  to  the 

(d)  AppUaticas  for  inventon'  cettilicata  filed  in  a  earlier  filed  apptication. 

foreign  counter  in  which  appliamU  have  a  right  to  apply.  «  (a„«^Nov. »4,UTO.P»hlieUw94-i3...ea9.»S«.t»l; 

their  diicretioa,  either  for  a  patent  or  for  an  inventor's  Nov.8. 1984,PtthlicUwIg.G2,(ccl04(bX«eSiat-33BS.) 

certificate  Shan  be  treated  in  this  country  in  the  same  manner 

and  have  the  auna  effect  for  puipose  of  the  right  of  priori^  351LS.CU1  DhMoaal  applkatioDi. 

under  this  section  as  applications  for  patents,  sutqect  to  the  If  two  or  more  independent  and  distinct  inventions  arc 

same  conditinns  and  requirements  of  this  section  as  apply  to  claimed  in  one  applicatian,  the  Comminioner  may  require 

appUcatioos  for  patents,  provided  such  applicanu  are  entitled  theapplicationtoberoirictedtooneoftheinveations.  Ifthe 

to  the  benefits  at  the  Stockholm  Revision  of  the  fkris  other  invention  is  made  the  sofajest  of  a  divUonal  application 

Conveniica  at  the  time  of  siMdi  filing.  which  compUet  with  the  rBqniremenlt  of  seciloa  130  of  this 

(e)  (1)  An  applkation  for  patent  filed  under  section  title  it  shall  be  entitled  to  the  benefit  of  the  filing  data  of  the 
111(a)  or  section  363  of  thiiiitle  for  an  invention  discloaed  in  original  application.  A  patent  iouing  on  an  appUcatioo  with 
the  manner  provided  by  the  fimpaiBgcaph  of  section  lU  of  respect  lo  which  a  reqaiieiBem  for  rcKriaion  under  this 
thiatiUeinaprovitionalapplkation&ledundertection  111(b)  section  has  been  made,  or  on  an  application  fOad  as  a  result  of 
at  thte  title,  fay  an  inventor  or  iaveniois  named  in  the  such  a  requiremeni.ikaO  not  be  used  aa  a  reference  either  in 
provisional  4ipUcatiaa.ahaU  have  the  same  effect,  as  to  sad>  the  Phteat  and  IMamaik  Office  or  in  the  courts  against  a 
invention.  MUKH«h  filed  on  the  date  of  the  provisional  JJ^^^^JSl^.S^?'^^^ 
applicatioa  filed  nnder  section  ai(b)  of  this  title,  if  the  P«»«>twoedoneiih«o*ihem,lfthedh(lsional«ppiieaiioiiis 
appllcatiHiforpaientfiledimdersectlonni(a)orsection363  ""  ^°^  "*  '•*'*°*  "*  "**  ""^  on  the  other 
ofthitlitteiiftodnotlatertlianUmoatbsaiierihedateon  •PPUotloii.  If  a  dhrfsiodal  application  Is  dlreaed  solely  to 
«diieh  ihepnvWoaalappUatkm  waifiledaad  If  U  contafauor 

'"^^'^""'^^f*^'^''^*^'**^'''''''^  ei.a.tlonlvtheinve.tor.'ntevalidityor.p.tentriuunosbe 

appuation.^^  ,.,...  questioned  tor  More  of  the  Commissioner  to  require  the 

(2)  Aprovisinnalapplifaunn  filed  under  section  inC>)of  IpMeallon  lo  be  reatricted  to  one  invention, 
this  tlUe  may  not  be  relied  upon  in  any  proceeding  in  the 

Intent  and  Ihidcnark  Office  unless  the  fee  set  forth  in  (AiiieiidtdJin.%197S.PBbllcUw93-SM,teb  LSSStat.  19«.) 

subparagraph  (A)  or  (C)  of  section  41(aXl)  of  this  Utle  has  r-    ♦. /•    ,,,.„.,  ^  «ji„«»^ 

been  paid  and  the  provisional  i^ipUcathm  was  pending  on  the  35U.SX.ua  CanHdMdalstalaa  of  applications, 
filing  date  of  the  appiicatioo  for  patent  nnderiectionUKa)  Applications  for  patenu  shaU  be  kept  in  confidence  by 

or  leciian  3fi3  c#  this  title.  ^'  ?ti»ot  and  Itademark  Office  and  no  information 

concerning  the  >anic  given  without  authority  of  the  appllcani 
or  owner  onlesii  ncoettaiy  to  cany  out  the  provirions  of  any 

(AiMndedOctl.mi.PnblieLawST-au.iecl.lSSiM.-HS;  Act  of  Ccogrea  or  in  sodi  spedal  drcunstanoes  as  m«y  be 

Jttly3^imPidilloLawra-3SS.Me.l.a«SULSn;ian.ll97S,  deteooincd  by  the  Commisslooer. 
Public  LawM-SK  sec  l.nStBl.l»«9;amand«d  Dec.  I,  t9HPeblie 
Law  103-415, ML  Sl^ua Stat 4(09. elbdive June t,199&)  (AmendedJan.%1973,Pri«BLaw99-3M.aecl.»S«at  IM».) 
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104th  congress 
1ST  Session 


H.R.  1733 


To  amend  tide  35,  United  States  Code,  to  provide  for  eariy  publication 
of  patent  applications,  to  pn)\'idc  proxisional  riglits  for  the  |»criotl  of 
time  between  eariy  publication  and  patent  grant,  and  to  prondc  a  |»rior 
ait  effect  for  published  applications. 


IN  THE  HOUSE  OF  REPRESENTATH^S 

iL\Y  25,  1995 

Mr.  .MOORHEAD  (for  himself  and  Mrs.  SCHROEDER)  introduced  the  following 

bill;  which  was  referred  to  the  Committee  ou  tlie  Judieiar>- 


A  BILL 

To  amend  title  35,  United  States  Code,  to  pro\ade  for  early 
publication  of  patent  applications,  to  provide  provisional 
rights  for  the  period  of  time  between  early  publication 
and  patent  grant,  and  to  proxade  a  prior  art  effect  for 
published  applications. 

1  Be  it  enacted  by  Oie  Senate  and  House  of  Representa- 

2  tives  of  the  United  Staf^  ofAmei-ica  in  Congiess  assembled, 

3  SECTION  I.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Patent  Application 

5  Publication  Act  of  1995''. 
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1  SEC.  2.  EARLY  PUBLICATION. 

2  Section    122    of   title    35,    United    States   Code,    is 

3  amended  to  read  as  follows: 

4  "§122.  Confidential  status  of  applications;  publica- 
3  tion  of  patent  applications 

6  "(a)  Except  as  pronded  in  subsection  (b),  applica- 

7  tions  for  patents  shall  be  kept  in  confidence  by  the  Pateiit 

8  and  Ti-ademark  Office  and  no  information  concerning  the 

9  same  given  without  authoritj'  of  the  applicant  or  owmer 

10  unless  necessan*  to  carrj'  out  the  pro\isions  of  an}'  Act 

1 1  of  Congress  or  in  such  special  circumstances  as  may  be 

12  determined  by  the  Commissioner. 

13  "(b)(1)  Subject  to  pai-agraph  (2),  each  application  for 

14  patent,  except  applications  for  design  patents  under  chap- 

15  ter  16  of  this  title  and  provisional  applications  filed  under 

16  section  111(b)  of  this  title,  shall  be  pubUshed,  in  accoi-d- 

17  ance  with  procedures  as  determined  by  the  Commi.ssioner, 

18  as  soon  as  possible  after  the  exjjiration  of  a  period  of  18 

19  months  from  the  earliest  filing  date  for  which  a  benefit 

20  is  sought  under  this  title,  except  that  an  application  that 

21  i.s  no  longer  pending  shall  not  be  publislicd  and  an  applica- 

22  tion  that  is  subject  to  a  secrecy  order  pursuant  to  section 

23  ISI  of  this  title  shall  not  be  published.  An  applicixtion  may 

24  lie  published  earlier  than  the  above  date  at  the  request 

25  of  the  applicant.  No  information  concerning  published  pat- 

26  cut  applications  shall  be  made  available  to  the  public  ex- 

-lllt    17.1.1  IH 
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1  ccpt  as  the  Cotnmissioner  shall  determine.  Notwithstand- 

2  ing  ani'  other  provision  of  law,  a  determination  by  the 

3  Commissioner  to  release  or  not  to  release  information  con- 

4  cerning  a  published  patent  application  shall  be  final  and 

5  nonre\'ieu'able. 

6  "(2)  Upon  request,  an  application  will  not  be  pub- 

7  lished  in  accordance  with  paragi-aph  (1)  until  3  months 

8  after  the  Comniissioner  makes  a  notification  to  tlie  appli- 

9  cant  under  section  132  of  this  title.  Applications  filed  pur- 

10  suant  to  section  363  of  this  title,  applications  asserting 

11  prioi-ity  under  section  119  or  365(a)  of  this  title,  and  ap- 

12  plications  asserting  the  benefit  of  an  earlier  application 

13  under  section  120,  121,  or  365(c)  of  this  title  shall  not 

14  be  eligible  for  a  request  pursuant  to  this  paragraph.  Fur- 

15  thermore,  the  applicant  shall  certify  that  the  invention  dis- 

16  closed  in  the  application  was  not  or  will  not  be  the  subject 

17  of  an  application  filed  in  a  foreign  countrj'.  A  request 

18  under  this  paragi-aph  shall  only  be  available  to  an  inde- 

1 9  pendent  inventor  who  has  been  accorded  status  under  sec- 

20  tion  41(h)  of  this  title.  The  (Commissioner  may  establish 

21  appropiiate  i)rocedures  and  fees  for  a  request  in  accord- 

22  aiice  with  this  piuagraph.". 
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1  SEC.  3.  TIME  FOR  CLAIMING  BENEFIT  OF  EARLIER  FILING 

2  DATE. 

3  (a)  I.\-  A  FouEiG.v  COLNTRV. — Section  119(b)  of  title 

4  35,  United  States  Code,  is  amended  to  read  as  follows: 

5  "(b)  No  application  for  patent  shall  be  entitled  to  this 

6  right  of  priority  unless  a  claim  therefor  and  a  certified 

7  copy  of  the  original  foreign  application,  specification  and 

8  drawings  upon  which  it  is  based  are  filed  in  the  Patent 

9  and  Trademark  Office  at  sucIj  time  during  the  pendency 

10  of  the  application  as  required  by  the  CJommissioner.  The 

11  Commissioner  may  consider  the  failure  of  the  applicant 

12  to  file  a  timely  claim  for  priority  as  a  waiver  of  any  such 

13  claim.  The  certification  of  the  origiiial  foreign  apphcation, 

14  specification  and  dra\nngs  shall  be  made  by  the  patent 

15  office  of  the  foreign  countiy  in  which  filed  and  show  the 

16  date  of  the  application  and  of  the  filing  of  the  specification 

17  and  other  papers.  The  Conunissioner  may  require  a  trans- 

18  lation  of  the  papers  filed  if  not  in  the  English  language 

19  and  such  other  information  as  he  deems  neces.saiy.". 

20  (b)  In  the  U.vited  States. — Section  120  of  title 

21  3-5,  United  States  Code,  is  amended  by  adding  at  the  end 

22  thereof  the  following: 

23  "The  Commi.ssioner  may  detcrinine  the  time  period  during 

24  the  pendency  of  the  application  within  which  an  amend- 

25  incnt  containing  the  specific  reference  to  the  earlier  filed 

26  a|)plicatioii  shall   be  submitted.   The  Conunissioner  may 

•UK  i7j:i  ni 
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1  consider  the  failure  to  timely  submit  such  an  amendment 

2  as  a  waiver  of  anj'  benefit  under  this  section.". 

3  SEC.  4.  PROVISIONAL  RIGHTS. 

4  Section    154  of  title   35,    United   States   Code,    is 

5  amended  by  adding  the  following  new  subsection: 

6  "(d)   Provisio.n'al  Rights. — In  addition  to  other 

7  rights  provided  by  this  section,  a  patent  shall  include  the 

8  right  to  obtain  a  reasonable  royalty  fi-om  any  person  who, 

9  during  the  period  from  publication  of  the  application  for 

10  such  patent  pursuant  to  section  122(b)  of  this  title  or  fi"om 

11  international  publication  of  an  international  application 

12  designating  the  United  States  until  issue  of  that  patent — 

13  "(1)(A)  makes,  uses,  offers  for  sale,  or  sells  in 

14  the  United  States  the  invention  as  claimed  in  the 

15  published  patent  application  or  imports  such  an  in- 

16  vention  into  the  United  States;  or 

17  "(B)  if  the  invention  as  claimed  in  the  pub- 

18  lished  patent  application  is  a  process,  uses,  offers  for 

19  .sale,  or  sells  in  the  United  States  or  imports  into  the 

20  United   States   products   made   b\'   that  process   as 

21  claimed  in  the  (mblished  patent  application;  and 

22  "(2)  had  actual  notice  or  knowledge  of  the  pub- 

23  lished  patent  application. 

24  The  right  to  obtain  a  reasonable  royalty  shall  not  be  avail- 

25  able  under  this  subsection  unless  the  invention  claimed  in 
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1  the  patent  is  identical  to  the  invention  as  claimed  in  the 

2  published  patent  application.  The  right  to  obtain  a  reason- 

3  able  roi'alt}'  based  upon  the  international  publication  of 

4  an  international  application  designating  the  United  States 

5  shall  commence  from  the  date  that  the  Patent  and  Trade- 

6  mark  Office  receives  a  copy  of  the  international  jjublica- 

7  tion  of  the  international  application,  unless  already  com- 

8  municated  by  the  International  Bureau,  or,  if  the  inter- 

9  national  publication  of  the  international  application  is  in 

10  a  language  other  than  English,  fi-om  the  date  that  the  Pat- 

11  ent  and  Trademark  Office  makes  a  translation  thereof 

12  available  to  tlie  public.  The  Commissioner  may  require  the 

13  applicant  to  proxide  a  copy  of  the  international  publication 

14  of  the  international  application  and  a  translation  there- 

15  of.". 

16  SEC.  5.  PRIOR  ART  EFFECT  OF  PUBLISHED  APPLICATIONS. 

17  Section  102(e)  of  title  35,   United  States  Code,  is 

18  amended  to  read  as  follows: 

19  "(e)  the  invention  was  described  in — 

20  "(1)(A)    an    application    for    patent,    published 

21  pur.<5uant  to  section  r22(b)  of  this  title,  by  another 

22  filed  ill  the  United  .StiUcs  before  the  iiiveiitioii  tlieic- 

23  of  by  the  applicant  for  patent,  or 

24  "(B)    an    international    application,    published 

25  pursuant  to  section   V22{b)  of  this  title,  by  aiiotlicr 

•IIU    17.11   III 
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1  who  has  fulfilled  the  requirements  of  parag:iaphs  (1), 

2  (2),  and  (4)  of  section  371(c)  of  this  title  before  the 

3  invention  thereof  by  applicant  for  patent,  or 

4  "(2)  a  patent  granted  on  an  application  for  pat- 

5  ent  b\'  anotlier  filed  in  the  United  States  before  the 

6  invention  thereof  b}'  the  applicant  for  patent,  or  on 

7  an  international  application  by  another  who  has  fiil- 

8  filled  the  requirements  of  paragraphs  (1),  (2),  and 

9  (4)  of  section  371(c)  of  this  title  before  the  invention 

10  thereof  by  the  applicant  for  patent,  or". 

1 1  SEC.  6.  COST  RECOVERY  FOR  PUBLICATION. 

12  The  Oommissioner  shall  recover  the  cost  of  early  j)ub- 

13  lication  required  by  Uie  amendment  made  b\'  section  2  bj' 

14  adjusting  the  filing,  issue,  and  mauntenance  fees,  bv  charg- 

15  ing  a  separate  publication  fee,  or  b}-^  any  combination  of 

16  these  methods. 

17  SEC.  7.  CONFORAONG  CHANGES. 

18  The  following  provisions  of  title  35,  United  States 

19  Code,  are  amended: 

20  (1)  Section  11  is  amended  in  subsection  (a)(1) 

21  by    inserting    "and    published    applications"    after 

22  'TateiiLs'". 

23  (2)  Section  12  is  amended  by  inserting    'pub- 

24  lished  applications  and"  before  "patents". 


197 


8 

1  (3)  Section   13  is  amended  by  iiisciLing  "pub- 

2  lislied  ai)i)lications  and"  before  "patents". 

3  (4)  The  item  relating  to  section  122  in  the  table 

4  of  sections  for  chapter  11  is  amended  by  inserting 

5  ";  publication  of  patent  applications"  after  "applica- 

6  tions". 

7  (5)  The  item  relating  to  section  154  in  the  table 

8  of  sections  for  chapter  14  is  amended  b\'  inserting 

9  ";  provisional  rights"  after  ''patent". 

10  (6)  SJection  181  is  amended — 

11  (A)  in  the  first  paragi-aph  b\'  inserting  "b\' 

12  the  publication  of  an  application  or"  after  '"dis- 

13  closure",  and  "the  publication  of  an  application 

14  or"  after  "withhold"; 

15  (B)  in  the  second  paragi-aph  by  inserting 

16  "by  the  publication  of  an  application  or"  after 

17  "di.sclosure  of  an  invention"; 

18  (C)    in   the   third   paragi-aph   by   in.serting 

19  "by  the  publication  of  the  applicixtion  or"  after 

20  "disclosure  of  the  invctuion",  and  "tiic  publica- 

21  tion   of  the   ai)plication    or"'    after   "uithiiold"; 

22  iiiKl 

23  (D)   in  tiic  fourth  paragiaph  by  inserting 

24  "tlie    publication    of   an    application    oi  '    after 

25  'and''  ill  tlic  first  sciitciicc. 
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1  SEC.  8.  PATENT  TERM  EXTENSION  AUTHORITY. 

2  Section  154(b)  of  title  35,  United  States  Code,  is 
"^  amended  to  read  as  follows: 

4  "(b)  Term  Extension. — 

5  "(1)  Basis  fx)r  patent  ter.xi  extexsig.v. — 

6  Subject  to  tlie  limitations  of  paragraph  (2)  of  this 

7  subsection,  if  tlie  issue  of  an  original  patent  is  de- 

8  la3'ed  due  to — 

9  "(A)  a  pi-oceeding  under  section  135(a)  of 

10  tliis  title, 

11  "(B)  the  imposition  of  an  order  pui-suant 

12  to  section  181  of  tliis  title, 

13  "(C)  appellate  review  b\'  the  Board  of  Pat- 

14  ent  Appeals  and  Interferences  or  by  a  Federal 

15  couit  where  tlie  patent  was  issued  pursuant  to 

16  a  decision  in  tlie  re\'iew  reversing  an  adverse 

17  determination  of  patentability,  or 

18  "(D)  an  unusual  administrative  delay  b\' 

19  the  Office  in  issuing  the  patent, 

20  the  term  of  the  patent  shall  be  extended  for  the  pe- 

21  riod  of  delay.  The  Commissioner  shall  prescribe  reg- 

22  Illations  to  govern  the  determination  of  the  period  of 

23  delay  and  the  particular  circumstances  deemed  to  be 

24  an  unusual  administrative  delay. 

25  ''(2)  Li.xdT.vriONS. — 

•  IIK   17.-13   IK 
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1  "(A)  Maximum  peiuoo  of  cvimcnsion. — 

2  The  total  duration  of  all  extensions  of  a  patent 

3  under  this  subsection  shall  not  exceed  10  years. 
4.  To  the  extent  that  periods  of  delaj'  attributable 

5  to  grounds  specified  in  paragraph  (1)  overlap, 

6  the  period  of  any  extension  granted  under  this 

7  subsection  shall  not  exceed  the  actual  number 

8  of  da^-s  the  issuance  of  the  patent  was  delayed. 

9  "(B)  Minimum   pe.vdexct  before  ex- 

10  TEN'SiO.v  available. — No  patent  shall  be  ex- 

11  tended  under  this  section  that  has  been  issued 

12  '       before  the  expii-ation  of  3  years  after  the  filing 

13  date  of  the  application  leading  to  the  patent  or 

14  the  commencement  of  the  national  stage  under 

15  section  371  of  this  title,  whichever  is  later,  not 

16  taking  into  account  the  benefit  of  any  earlier 

17  filed  application  or  applications  under  section 

18  120,  121,  or  365(c)  of  this  title. 

19  "(C)  Reaso.vable  efforts. — The  period 

20  of  e.\-tension  of  the  term  of  a  patent  under  this 

21  sub.section  shall  be  reduced  by  a  period  equal  to 

22  the  time  during  the  processing  or  e.Kaniination 

23  of  the  application  leading  to  the  patent  in  which 

24  the  applicant  failed  to  engage  in  reasonable  ef- 

25  forts  to  coueUule  processing  or  examination  of 

•KK  i7:i:i  III 
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1  the   application.   The   Commissioner  sliall    pre- 

2  scribe       regulations      establishing      the       cii- 

3  cumstances  that  constitute  a  failure  of  an  appli- 

4  cant  to  engage  in  i-easonable  efforts  to  conclude 

5  processing  or  examination  of  an  application. 

6  "(D)  Ter.a[INAl  disclaimer. — No  patent 

7  whose  term  has  been  disclaimed  beyond  a  speci- 

8  fied  date  may  be  extended  under  this  section 

9  bej-ond  the  exjiii-ation  date  specified  in  the  dis- 

10  claimer.". 

1 1  SEC.  9.  LAST  DAY  OF  PENDENCY  OF  PJROVISIONAL  APPLI- 

12  CATION. 

13  Section   119(e)  of  title  35,  United  States  Ck>de,   is 

14  amended  by  adding  the  following  at  the  end:  "If  the  daj*^ 

15  that  is  12  months  after  the  filing  date  of  a  pro\'isional 

16  application  falls  on  a  Saturday,  Sunda}',  or  Federal  holi- 

17  day  within  the  District  of  Columbia,  the  period  of  pend- 

1 8  ency  of  the  proxasional  application  shall  be  extended  to  the 

19  next  succeeding  secular  or  business  day.". 

20  SEC.  10.  EFFECTIVE  DATE. 

21  (a)  Sections  2  Tiiholoh  7. — Sections  2  through  7, 

22  and  the  amendn»eiits  made  by  such  sections,  shall  take  ef- 

23  feet  on  Jaiuiaiy  L  1996,  and  shall  apply  to  all  applica- 

24  tions  filed  under  section  111  of  title  35,  United  States 

25  Code,  on  or  after  that  date,  and  all  applications  complying 
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1  with  section  371  of  title  35,  United  States  Code,  tliat  re- 

2  suited  from  international  applications  filed  on  or  after  that 

3  date.  The  amendment  made  b^'  section  4  shall  also  apply 

4  to  international  applications  designating  the  United  States 

5  that  are  filed  on  or  after  Januarj'  1,  1996. 

6  (b)  Sections  8  and  9. — The  amendments  made  by 

7  sections  8  and  9  shall  take  effect  on  the  date  of  the  enact- 

8  ment  of  this  Act  and  shall  applj'  to  an\'  application  filed 

9  on  or  after  June  8,  1995. 

O 


Kit    I7.-I3   IH 
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U.S.  Small  Business  Administration 

Washington.  D.C.    20416 


24   April    1996 


Honorable  Jan  Meyers,  Chairman 
Committee  on  Small  Business 
U.  S.  House  of  Representatives 
Washington,  DC  20515 


Dear  Madam  Chairman: 


We  are  pleased  to  submit  the  enclosed  material  for  inclusion  in 
the  record  on  the  Committee's  Hearings  on  Patent  Issues. 

What  is  enclosed  is  my  letter  of  April  18,  1996  to  the  Honorable 
Newt  Gingrich,  Speaker  of  the  House  of  Representatives,  and  to 
the  Honorable  Dana  Rohrabacher.  In  that  letter  we  outline  the 
position  of  the  Office  of  Advocacy  with  regard  to  intellectual 
property  rights  for  small  business.  The  letter  also  includes 
specific  comments  on  legislative  proposals  H.R.  359,  H.R.  1732, 
and  H.R.  1733. 

In  addition,  I  have  enclosed  a  recent  research  report  published 
by  the  Office  of  Advocacy  on  the  subject  of  "Foreign  Patenting 
Behavior  of  Small  and  Large  Firms."   The  report  discusses  some  of 
the  issues  that  small  businesses  face  regarding  their  limited 
resources  for  pursuit  of  patents. 

I  am  forwarding  50  copies  of  our  April  18  letter  in  the  event  you 
would  like  to  distribute  it  to  each  member  of  the  Committee.   Six 
copies  of  the  research  report  are  enclosed  for  distribution  as 
you  deem  appropriate.   Please  let  me  know  if  we  can  provide  any 
additional  information. 

uicerely. 


3'ere  W.  Glover 
^Chief  Counsel  for  Advocacy 


Enclosures;   as  stated 
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U.S.  Small  Business  Administration 

Washington.  O.C.     20416 


April    18,     1996 


Honorable  Newt  Gingrich 
SpezUcer  of  the 

House  of  Representatives 
Washington,  DC  20515 

Honorable  Dana  Rohrabacher 
House  of  Representatives 
Washington,  DC  20515-0145 

Subject:   Office  of  Advocacy's  position  with  regard  to 

intellectual  property  rights  for  small  businesses. 

Reference ; 


1. 

H.R. 

359 

2. 

H.R. 

1732 

3. 

H.R. 

1733 

Dear  Mr.  SpesJcer  and  Congressman  Rohrabacher: 

This  is  in  response  to  your  March  22,  1996  letter  requesting 
information  on  the  position  of  this  Office  with  regard  to 
intellectual  property  and  the  important  role  it  plays  in  the 
development  and  maintenance  of  small  business.  As  requested,  this 
response  is  addressed  to  both  of  you.^ 

One  of  the  functions  of  the  Office  of  Advocacy  is  to  inform 
Congress  of  the  impact  of  legislative  proposals  on  small 
business.  The  patent  process  is  so  critical  to  small  businesses, 
to  the  innovative  process  of  the  United  States,  and  to  our  global 
competitiveness,  that  our  basic  position  on  these  issues  is  that 
we  should  err  on  the  side  of  protecting  the  inventor. 

In  no  other  country  in  the  world  does  innovation  flourish  as 
frequently  or  successfully  as  it  does  in  the  United  States.  The 
nation's  success  in  innovation  is  in  large  part  facilitated  by 
the  U.S.  patent  system.  We  believe  that  protection  of  the 
intellectual  properties  of  small  businesses  via  patents, 
copyrights  and  trademarks  (as  well  as  trade  secrets) ,  is  a 
fundamental  cornerstone  of  the  economic  well-being  of  the  United 
States  of  America.  The  patent  system  in  America  has  served  this 
country  and  our  small  businesses  well  for  over  200  years. 


^  This  letter  reflects  the  independent  views  of  the  Chief 
Counsel  for  Advocacy  and  may  or  may  not  reflect  the  views  of  the 
Administration . 
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Given  this  track  record,  changes  to  the  patent  laws  should  only 
be  made  where  there  is  a  well  defined  problem  to  cure  and  where 
the  remedies  selected  cure  the  problem  without  dampening  the 
inventive  spirit  of  the  nation's  innovators.  What  most  concerns 
small  business  are: 

1,  Term,  and  certainty  of  the  length  of  the  term,  of  the 
patent  protection, 

2,  Confidentiality  of  the  intellectual  property  until 
patent  protection  is  provided, 

3,  Ensuring  that  small  businesses  are  not  disadvantaged  by 
confrontational  processes  with  much  larger  firms  (U.S. 
and  foreign)  with  disproportionately  larger  resources. 

The  present  procedure  keeps  the  pre- issuance  discussions  between 
the  U.S.  Patent  and  Trademark  Office  (USPTO)  and  the  inventor  as 
private  and  privileged  communications.  During  the  review  of  the 
patent  application  by  the  USPTO  many  small  businesses  are  in  a 
very  vulnerable  position  —  to  larger  competitors  both  from  the 
U.S.  and  from  abroad.  They  usually  do  not  have  the  resources  to 
fight  a  large  company  in  the  marketplace  until  they  have  the 
protection  provided  by  the  issuance  of  a  patent.  The  patent 
allows  them  to  obtain  additional  investment,  often  venture 
capital,  to  pursue  product  development  and  market  penetration.  It 
also  provides  them  with  stronger  legal  protection  if  they  desire 
to  achieve  commercialization  of  their  technologies  via  licenses 
and  royalties  from  larger  firms  that  are  already  entrenched  in 
the  markets. 

There  may  be  isolated  instances  of  abuse  under  the  current  system 
that  need  to  be  corrected  without  instituting  a  major  overhaul  of 
the  patent  system  that  places  small  firms  at  a  competitive 
disadvantage  with  large  firms  in  the  U.S  and  abroad.  Breakthrough 
technologies  usually  take  more  than  18  months  from  filing  to 
issuance  of  the  patent.  Small  businesses  would  be  particularly 
vulnerable  during  this  period  if  their  patent  application  was 
published. 

The  delegates  to  the  1995  White  House  Conference  on  Small 
Business  passed  two  recommendations  on  this  topic  as  follows: 

Recommendation  Number  115:  "...We  further  recommend  that 
Congress  protect  international  patent  rights  in  a  way  that 
takes  into  account  the  needs  of  small  business,  including 
retaining  the  patent  term  to  run  for  twenty  years  from  date 
of  application  or  seventeen  years  from  date  of  issue, 
whichever  is  longer,  that  patent  application  remain 
unpublished  until  the  patent  is  granted,  and  that  the  patent 
remains  with  the  first  to  invent  rather  than  the  first  to 
file." 
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Recommendation  Number  265:  "...Congress  and  the  U.S.  Patent 
Office  should  also  implement  an  enforceable  and  universal 
intellectual  property  (patent,  trademark,  and  copyright) 
application  with  all  members  of  the  World  Trade 
Organization,  while  maintaining  "first  to  invent...." 

With  the  foregoing  as  background,  we  offer  the  following  comments 
on  the  referenced  bills: 

Pre-publication:  We  are  concerned  that  the  provision  of  H.R.  173  3 
to  require  pxiblication  of  the  patent  application  18  months  after 
filing  would  be  detrimental  to  small  businesses,  since  the 
patents  for  most  small  firms  do  not  issue  until  well  after  the 
18-month  period,  publication  of  the  application  before  the  patent 
issued  would  facilitate  interference  by  the  patent  applicant's 
competition  during  this  critical  and  vulnerable  stage.  We 
therefore  oppose  pre-publication  of  applications  by  small 
businesses. 

Third  Party  intervention:  The  expanded  third  party  inteivention 
provisions  of  H.R.  1732  and  H.R.  1733  would  place  small 
businesses  at  a  serious  disadvantage  as  follows: 

H.R.  1732:  Affording  third  parties  opportunity  for  greater 
participation  in  reexamination  proceedings, 

H.R.  1733:  Affording  third  parties  opportxinity  under  the 
pre-publication  provisions  to  file  comments  and  opposition 
to  grant. 

Together,  the  greatly  expanded  intervention  procedures  of  these 
two  bills  would  have  serious  negative  impacts  on  the  ability  of 
small  businesses  to  contribute  to  the  innovation  process  of  the 
United  States.  We  therefore  oppose  these  expanded  intervention 
provisions. 

Patent  Term:  The  provisions  of  H.R.  359  that  require  the  patent 
coverage  be  the  longer  of  20  years  from  date  of  filing  or  17 
years  from  the  date  of  issue  are  beneficial  to  small  businesses. 
As  a  general  rule,  the  length  of  time  for  a  patent  is  of  critical 
importance  to  small  businesses,  and  they  prefer  the  longest 
possible  period  of  coverage  for  the  patents.  We  therefore  support 
the  expanded  term  provisions  in  H.R.  359. 

The  position  of  this  office  is  based  on: 

1.  The  recommendations  of,  and  communications  with, 
delegates  to  the  1995  White  House  Conference  on  Small 
Business, 

2.  Letters  and  meetings  with  small  business  industry  and 
trade  associations. 
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,     mK»  ^oauits  Of  numerous  studies  and  research  reports 

'•    S;   i"ovatLn'aTpatents   prepared   for   and  by  the  Office 

of  Advocacy, 
4.  Our  personal  business  experience. 

tlT^   D?easld  with  the  progress  of  these  talks  and  hopeful  we 
^nresolvfSese  issues!  wl  have  not  been  able  to  do  so  yet. 


Sincerely, 


/6ere  W.  Glover 
Chief  Counsel 
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UNITED  STATES  OEPARTMEIUT  OF  COMMEBCE 
P«Mnt  and  Tradamark  Offica 

ASSISTANT  SECSE'^ABY  ANO  COMMISSIONER 
OF   PATENTS   AND   TRAOEMAflKS 
WMhingten,  0  C   20231 


00  31 


The  Honorable  Carlos  J.  Moorhead 

Chairman 

Subcommittee  on  Courts 

and  Intellectual  Property 
Committee  on  the  Judiciary 
House  o£  Representatives 
Washington,  DC  20515-3951 

Dear  Mr.  Chairman: 

Thank  you  for  your  letter  requesting  the  views  of  the 
Administration  on  the  patent  term  extension  provisions  of  H.R. 
1733.   The  Administration  fully  supports  H.R.  1733,  and  believes 
the  prompt  enactment  of  this  legislation  will  con^lement  the 
improvements  made  to  our  patent  system  through  the  Uruguay  Round 
Agreements  Act. 

As  I  noted  in  my  testimony  before  the  Subcooraittee  last  June,  the 
Administration  does  not  oppose  inclusion  of  section  8  of  H.R. 
1733,  which  would  provide  a  new  ground  for  patent  term  extensions 
due  to  unusual  administrative  delays,  and  permit  patent  term 
extensions  of  up  to  toi,  instead  of  five,  years.   We  believe  that 
the  circumstances  that  could  justify  a  patent  term  extension  under 
these  new  grounds  of  authority  rarely  will  be  encountered. 
However,  we  are  aware  of  Che  concerns  that  led  you  to  include 
section  8  in  the  bill,  and  applaud  your  leadership  in  finding  a 
constructive  solution  that  eliminates  any  basis  for  those 
concerns . 

Your  other  questions  address  the  procedures  the  Patent  and 
Trademarlc  Office  (PTO)  will  use  to  determine  if  an  unusual 
administrative  delay  has  occurred  during  examination  of  a  patent 
application.   The»e  questions  address  the  PTO's  ability  to  ensure 
integrity  and  honesty  in  review  of  its  own  conduct,  and  the 
process  the  FTO  will  tise  to  establish  the  conditions  that  will 
justify  a  patent  term  extension  for  unusual  administrative  delay. 

As  an  Executive  Branch  agency  operating  under  the  Administrative 
Procedures  Act,  the  Office  must  implement  the  reg'ulatory  authority 
provided  to  it  by  the  Congress  through  rulemaking  involving  notice 
and  public  comment.   This  process  ensures  that  any  interested 
party  who  wishes  to  participate  in  the  development  of  regulations 
can  do  so.   Furthermore,  the  appeal  provisions  of  this  Act  are 
available  to  address  any  deficiencies  or  irregularities  in  the 
r-ulemaking  process. 

The  pro  has  demonstrated  that  it  is  responsive  to  public  cotunent 
during  the  formal  rulemaking  process,  including,  in  particular. 
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the  rulemaking  to  iroplenent  the  Uruguay  Round  Agreements  Act. 
There,  numerous  changes  were  made  to  the  proposed  rules  based  on 
specific  pxiblic  conmencs.  Additionally,  during  my  tenure  as 
Commissioner,  the  PTO  has  routinely  sought  and  relied  upon  public 
comments  to  identify  and  resolve  problems  and  to  shape  our 
examination  policies.  We  have  done  so  not  because  it  was 
required,  but  because  of  our  desire  to  ensure  that  patent 
applicants  have  a  voice  in  the  development  of  policies  that  affect 
them.   For  example,  last  year  we  held  public  hearings  to  identify 
the  source  of  problems  that  had  been  brought  to  our  attention 
regarding  the  examination  of  biotechnology  inventions.   We  then 
developed  proposed  examination  guidelines,  solicited  public 
comments  on  these  guidelines  and  made  revisions  to  reflect  the 
comments  we  received.  The  result  was  nearly  universal  praise  of 
the  guidelines  from  the  biotechnology  industry.   Z  believe  our 
record  in  rulemaking  and  in  developing  examination  policies  will 
serve  to  address  any  concerns  one  might  have  regarding  the 
procedures  we  will  follow  when  implflntenting  the  patent  term 
extension  authority  of  section  8  of  H.R.  1733. 

Finally,  I  would  like  to  assure  you  that  we  will  remain  open  to 
any  reasonable  method  for  deteznining  if  an  applicant  has 
encountered  an  unusual  administrative  delay  during  the  process  of 
obtedning  a  patent.  One  proposal  we  are  exploring  is  a  model 
based  on  single  tisve-based  standards.  Ondor  this  model,  we  would 
be  willing  to  stipulate  that  the  Office  has  caused  an  unusual 
administrative  delay  in  any  of  the  following  circunatances: 

the  Office  fails  to  issue  a  first  Office  action  addressing 
the  merits  of  the  application  within  16  months; 

the  Office  fails  to  respond  to  a  ecimminieation  by  the 
application  within  four  months  of  receipt  of  the 
communication;  or 

the  Office  fails  to  issue  a  patent  within  four  months  after  a 
decision  by  the  Board  of  Patent  ^peals  and  Interferences  or 
a  Federal  court  in  favor  of  the  a^licant. 

This  is  one  example  of  an  objective,  tiae-based  model  that  would 
not  require  the  Office  to  make  any  findings  regarding  fault  or 
cause  for  delay.  Of  course,  any  model  we  ultimately  adopt  for 
measuring  unusual  administrative  delay  will  be  subjected  to  a 
comprehensive  notice  and  cooanant  process. 

Sineepely 


inearely, 


Bruce  A.  Lehman 
Assistant  Secretary  of  Commerce  and 
Comaissioner  of  Patents  and  Trademarks 
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II 

The  White  House 

Conference  on  Small  Business 

• 

Foundation  for  a  New  Century 
April  23,  1996 

Tiie  Honorable  Fan  Meyers 
U.S.  House  of  Representatives 
Washington,  DC  20515 

Re:  Small  Business  and  Patent  Law 

Dear  Representative  Meyers, 

Thank  you  for  inviting  me  to  testify  on  April  25.  I  regret  that  my  schedule  does  not  permit  me  to 
attend.  With  your  permission,  I  would  like  to  offer  a  few  comments. 

The  small  business  community  is  frequently  represented  as  monolithic  on  these  issues.  We  are  not. 
The  White  House  Conference  on  Small  Business  is  an  example.  While  it  is  true  that  the  Conference  voted 
for  resolution  1 1 5  which  included  support  for  returning  to  the  17-year  term  and  opposing  publication  of 
applications,  there  was  no  plenary  discussion  of  this  issue.  In  the  group  that  did  discuss  the  issue,  the 
results  were  very  different.  The  rules  of  the  Conference  assigned  intellectual  property  issues  to  the 
Technology  and  Information  Section.  The  1 50  or  so  delegates  in  that  section  discussed  patent  term  and 
publication  at  length  and  overwhelmingly  voted  down  recommendations  to  return  to  the  1 7  year  term  or 
oppose  publication.  The  attached  letters  subsequently  issued  by  the  Technology  Implementation  Chairs  are 
a  clear  indication  that  the  delegates  concerned  with  these  issues  do  not  support  H.R.359.    Many  of  us 
believe  that  the  vote  for  115  was  motivated  by  strong  support  for  the  international  trade  portion  of  the 
resolution  and  that  most  delegates  were  unaware  of  the  patent  wording  which  was  added  at  the  last  minute. 
In  any  case,  while  it  is  technically  correct  to  say  that  the  Conference  voted  for  17-years  and  no-publication, 
it  is  also  true  that  there  was  and  is  a  very  strong  dissenting  voice  from  the  delegates  involved  with 
technology  businesses. 

Many  of  us  are  concerned  that  the  "little  guy"  position  on  these  issues  is  largely  crafted  by  some 
well-funded  special  interests  who  are  unconcerned  with  the  legitimate  needs  of  other  constituents  or  with 
our  international  competitiveness.  Indeed,  most  small  business  people  are  far  too  busy  to  educate 
themselves  on  patent  matters.  And  although  we  are  by  no  means  unanimous,  many  of  us  who  have  taken 
time  to  study  the  issues  tend  to  think  that  publication  is  a  net  benefit,  and  returning  to  the  1 7-year  term  a  net 
detriment.  The  attached  letters  explain  the  reasons  for  our  position. 

Thank  you  for  your  interest  in  these  issues  that  are  so  important  to  small  business. 

eiy,^ 


W.  D.  Budinger 
Technology  Chair,  Region  III 
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.-.-illii:: 

The  WTiite  Houie 
Conference  on  Srna!]  SusJicss 


1  for  >  Nc"  Ct-.i-n- 

July  24,  1995 


The  Honorable  Dana  Rohrabacher 
U.S.  House  of  Representatives 
Washington,  DC. 

Dear  Representative  Rohrabacher, 

Your  recent  "Dear  Colleague"  letter  suggests  that  the  While  House  Conference  "strongly 
recommended  that  the  U.S.  retain  the  guaranteed  patent  term  contained  in  the 
Dole/Rohrabacher  bill.  H.R.359." 

That  is  incorrect. 

The  Technology  and  Innovation  section  of  the  Conference  considered  the  issue  and  voted 
overwhehningly  not  to  support  H.R.359. 

The  delegates  to  the  Technology  and  Innovation  Section  included  those  businesses  involved 
with  patents  and  invention.    Domestic  patent  law  was  in  this  section's  agenda.    We  who 
chaired  that  section  wish  to  advise  you  that  the  delegates  support  GATT  and  specifically 
oppose  the  provision  to  allow  patent  terms  to  be  based  on  date  of  issue  because  it  eliminates 
the  incentives  to  process  die  patent  application  expeditiously  by  the  applicant.    Time  is 
critically  important  to  small  business  concerned  with  technology  development  and 
commercialization.    We  do  not  wish  to  remm  to  a  system  that  creates  incentive  for 
examination  delays  by  anybody.   We  voted  not  to  support  H.R.359  because  it  rewards  delay 
by  the  applicant  and  it  moves  us  away  from  an  international  standard. 

As  for  International  Trade,  the  Conference  wished  to  correct  any  impression  that 
international  trade  was  unimportant.   We  wished  to  convey  a  strong  message  to  Congress  that 
trade  issues  are  verv  important  to  small  business.   We  therefore  supported  every  resolution 
dealing  with  International  Trade.    Many  of  us  did  not  expect  and  did  not  notice  that  an 
inappropriate  sentence  regarding  domestic  patent  issues  had  been  tacked  on  to  an 
Intema^nal  Trade  resolution.   That  is  perhaps  why  resolution  115  is  also  contradicted  by 
resolution  121. 

We  do  appreciate  your  interest  in  small  business.  We  hope  that  you  will  be  able  to  meet 
with  us  and  support  our  desire  for  speedy  patent  examinations  and  our  need  for  effective 
international  intellecmal  property  protection  at  reasonable  cost. 

Sincerely,  ^_ 

Jf~-A^  -^^^5^-  (JMIKv^ 


'u^,u 
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The  ^"hite  House 
G)nference  on  Small  Business 

(nndalmi  for  a  Nr«  Cnutin' 
Tedinology   Ii^learsnCAClon  Cbalrs 


John  Morgan 

OflBce  of  Representative  Dana  Rohrabacher 
United  States  House  of  Represematives 
Washington,  DC  20515 

Dear  John, 

We  would  like  to  thank  you  and  Congressman  Rohrabacher  for  spending  time  with  us  last 
Wednesday.  We  were  pleased  with  the  meeting  and  believe  it  will  be  the  beginning  of  our 
mutually  beneficial  working  relationship. 

You  requested  a  written  explanation  of  the  views  on  the  intellectual  property  issues  that  are 
important  to  us.  This  letter  has  been  circulated  to  all  regional  Technology  chairs  from  the  White 
House  Conference  on  Small  Business  and  edited  by  them  and  other  leaders  of  the  White  House 
Conference  who  are  concerned  with  IP  issues.  It  also  contains  the  sense  of  the  discussions  which 
took  place  in  the  IP  caucus. 

This  year,  the  Conference  departed  from  previous  conferences  in  two  very  significant  areas.  First, 
small  business  recognizes  it  can  no  longer  look  only  at  its  own  backyard.  Business  has  become 
international  and  small  business  strong  wants  to  be  a  fiill  player  in  the  global  market.  Afforded 
the  right  tools,  we  can  and  will  compete  successfiilly  in  the  world's  global  markets.  Second,  as  a 
whole,  this  conference  gave  very  high  rankings  to  the  importance  of  technology  and  innovation. 
This  Conference  recognized  the  importance  to  America's  fiiture  of  having  a  healthy  environment 
for  young  high-tech  companies. 

In  our  meeting  Wednesday,  we  hope  we  effectively  communicated  that  good  patent  protection  is 
probably  the  single  most  important  asset  we  have  to  "level  the  playing  field"  and  protect  us  from 
being  over-run  by  the  giants.  Without  good  patent  protection,  we  cannot  hope  to  compete.  And 
similarly,  U.S.  patent  law  must  not  put  U.S.  inventors,  technologists  and  manufacturers  at  a 
disadvant^e  vis-a-vis  their  foreign  competitbrs. 

There  are  four  issues  that  we  feel  very  strongly  will  be  necessary  to  help  small  US  businesses 
compete  globally; 

1  A  simple  universal  procedure  for  securing  EFFECTIVE,  INEXPENSIVE,  WORLDWIDE 

PROTECTION  FOR  INTELLECTUAL  PROPERTY, 
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2  PATENTS  ISSUED  AS  SOON  AFTER  FCLING  AS  POSSIBLE,  preferably  within  3 
years, 

3  ALL  WORLDWIDE  PATENTS  EXPIRE  AT  ABOUT  THE  SAME  TIME,  and 

4.  PUBLICATION  OF  APPLICATIONS  IN  THE  U.S.  AT  THE  SAME  TIME  AS  THEY 

ARE  PUBLISHED  ABROAD. 

While  some  of  these  issues  may  appear  counter  to  our  stated  interests,  we  ask  you  to  closely 
examine  our  reasons  for  each  of  the  above  points: 

1 .  We  would  like  to  have  a  global  patent  ofBce  that  requires  one  application  and  provides 
worldwide  protection.  Until  that  can  happen,  we  would  like  to  see  the  adoption  of  an 
international  standard  for  patent  law  by  the  major  industrial  countries.  We  would  also  like  to  see 
lowering  the  filing  and  maintenance  fees  in  all  countries,  and  greatly  improving  interpretation 
standards  and  enforcement  procedures. 

2.  These  are  times  of  extremely  rapid  technological  advance.  It  is  very  sad  to  see  an  inventor 
sink  his  life  savings  into  a  new  technology  only  to  be  stopped  5  years  later  because  another 
inventor  got  an  earlier  patent.  Our  innovators  and  entrepreneurial  businesses  must  know  as  soon 
as  possible  what  new  areas  are  protected  and  what  are  open  for  development.  Our  patent  system 
must  provide  incentives  for  speedy  examination  of  all  patents. 

3.  When  a  patent  expires,  the  field  is  then  open  to  competition  and  further  development.  If 
patents  in  the  U.S.  expire  later  than  their  foreign  counterparts,  U.S.  technology  will  be 
frozen  longer  and  American  entrepreneurs  will  be  precluded  from  markets  and  technology 
available  to  their  foreign  competitors.  The  issue  has  huge  significance  for  our  global  position. 
Almost  half  of  U.S.  patents  are  foreign  owned.  To  the  extern  that  these  patents  keep  only 
American  innovators  and  American  manufecturers  firora  being  able  to  buy  or  use  the  latest 
technology,  American  invention  and  the  American  industrial  base  will  be  harmed.  The  U.S.  is  best 
served  by  a  system  where  U.S.  and  foreign  patents  expire  at  about  the  same  time. 

4.  Somewhere  between  75%  and  90%  of  all  U.S.  patent  applications  are  also  filed  abroad 
and  are  therefore  published  abroad  after  LjS  months.  Foreign  mnovators  can  access  this 
information  in  their  native  language  and  learn  what  technologies  are  about  to  be  patented.  US. 
innovators  are  denied  this  information  unless  they  have  the  resources  to  search  and  translate  - 
something  few  small  businesses  have.  Publishing  here  at  the  same  time  would  make  this  vast  pool 
of  information  available  to  U.S.  innovators  and  remove  an  advantage  that  our  foreign  competitors 
now  have 

We  appreciate  your  concern  for  inventors  and  small  businesses.  We  understand  how  fighting  for 
a  return  to  the  1 7  year  term  or  fighting  publication  looks  like  it  helps.  After  all,  it  sounds 
perfectly  reasonable  to  ask  that  inventors  be  guaranteed  a  17  year  patent  life  no  matter  how  long 
the  examination  drags  on.  But  as  inventors,  we  know  a  return  to  that  system  is  a  return  to  a 
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system  that  profits  an  applicant  (75%  of  whom  are  foreign  or  multinational)  who  delays 
examination    We  don't  like  bigger  government  and  worry  about  talk  that,  to  prevent  delay, 
examiners  should  be  given  more  discretion  and  authority  over  applicants.  We  would  rather  have  a 
system  that  provides  incentives  for  speedy  examinations. 

Similarly,  we  appreciate  your  concern  that  publishing  applications  will  invite  interferences  or 
remove  the  opportunity  to  withdraw  an  unsuccessful  application  before  it  becomes  public 
knowledge    We  believe  these  are  both  real  problems,  but  not  publishing  here  simultaneously  with 
foreign  publication  is  an  even  greater  problem.  We  would  like  to  see  a  system  that  publishes 
simultaneously  and  at  the  same  time  addresses  the  interference  and  secrecy  issues. 

Finally,  we  believe  that  these  issues  are  too  important  and  too  complex  to  be  reduced  to 
emotional  sound  bites.  We  would  like  to  both  encourage  and  participate  in  serious  discussions 
which  address  the  concerns  of  all  interested  parties. 

We  were  pleased  to  meet  you  and  were  impressed  with  your  willingness  to  listen  to  our  concerns. 
We  would  like  very  much  to  follow  up  and  sit  at  a  table  together  to  devise  a  solu'Jon  which 
protects  the  independent  inventor,  encourages  the  starting  entrepreneur,  and  meets  the  objectives 
of  small  business. 


We  understand  recess  may  impact  schedules  for  the  next  few  weeks.  Please  let  us  know  when 
would  be  a  convenient  time  for  us  to  meet.  Again,  thank  you  for  requesting  this  additional  input 
which  we  hope  will  be  a  constructive  step  toward  the  ultimate  solution  we  all  desire— positioning 
American  small  business,  particularly  small  enterprise,  to  compete  and  succeed  in  the  global 
market  place. 

Sincerely, 


^^~^^^^Qy(^  SJ4^^ 
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BANNER.  Birch.  McKie  &  Beckett 


RICKILO  A.  STCWMT  ~  CLEVCNTH  FLOOA 

lOOl  G  STRECT.  N.W. 
.  roSOKMUr  WASMINCTOH.-O.C  ZpOOI>4Sa7 


I20ZI  soa^ioo 


WEST  COAST  OFFICE 


8,1993 


The  Honorable  Bnice  A.  Lehman 
Commissioner  of  Patents  and  Ttademarks 
Box4    - 
Washington,  rrc.  20231 

DearCoi 


As  you  know,  the  NAFTA  Agreement  reqtdies  a  modification  of  35  U.S.C.  S  104.  The 
United  States  will  permit  nationals  of  Mexico  and  Canada  to  provide  dates  of  inventions  in  those 
countries  when  those  nationals  are  involved  in  interference  proceedings  here.    — 

It  would  be  ^lighly  desirable  to  modify  and  therd>y  amplify  interference  proceedings  in 
the  Patent  and  Trademaric  OfBce  in  view  of  this  development 

At  the  same  time,  we  can  conveniently  change  our  patent  Ufe  period  to  twen^  (20)  years 
from  filing  of  the  patent  application,  we  can  provide  for  opening  or  publishing  of  certain  patent 
applications  and  reduce  fees  to  small  entities  in  view  of  the  added  expense  involved  in  the 
publication  of  patent  applications. 

Enclosed  is  a  draft  of  l^jslation  vidch  would  accomplish  these  desirable  results.  I 
respectfully  recommend  pronq>t  action  be  taken  to  introduce  and  enact  such  l^islation. 


Very  truly  yours, 


•Donald  W.  Banner. 


DWBrpaj 
Enclosure 
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Why  is  Rodel  so  concerned  about  patent  issues? 

Rodel  is  unusual.    We  make  products  in  America  and  successfully  sell  most  of 
them  to  foreign  customers.    We  have  a  huge  export  surplus  and  we're  growing  -  40% 
last  year.    We  seem  to  be  early  -  for  most  companies  our  size,  export  is  not  yet  a 
major  part  of  their  business.    Protection  of  their  technology  overseas  is  not  yet  seen  as 
important.    For  us  it  is  critical. 

Patents  are  Rodel's  primary  line  of  defense  against  large  foreign  competitors. 
America's  international  patent  strategy  can  make  or  break  Rodel  and  the  others  who 
would  follow  us  into  offshore  markets  for  American  products. 

Protecting  American  intellectual  property  overseas  is  appallingly  expensive. 
The  fees  paid  to  foreign  patent  offices  to  protect  just  one  invention  in  Europe  are 
greater  than  $100,000  over  the  life  of  the  patent.    That  is  a  tax  paid  to  foreign 
governments  to  keep  American  technology  from  being  copied.    Apart  from  the 
injustice,  small  companies  simply  cannot  afford  it. 

America  must  be  able  to  pressure  other  nations  into  reforming  their  systems. 
To  do  that  effectively,  we  need  to  remove  the  problems  from  our  own  system.  We 
need  to  have  a  model  patent  law  that  others  will  copy. 

It  is  in. the  overwhelming  interest  of  American  enterprise  -  large  and  small  -  to 
help  build  that  model  patent  system. 
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TESTIMONY  of  WILLIAM  D.  BUDINGER,  CHAIRMAN  &  C.E.O. 
RODEL.  INC.,  NEWARK,  DE 

H.R.  359  and  H.R.  1733 

November  20,  1995 

SUPPLEMENTAL  COMMENTS 

Some  of  the  testimony  presented  at  the  hearing  on  November  1 ,  contained  statements  that 
are  unsupported  by  data  or  contrary  to  fact. 

Facts: 

1 .  The  average  patent  does  not  take  8  years  to  issue;  it  takes  less  than  2  years.  94%  of  1994 
patents  issued  in  less  than  3  years.  (That  number  drops  to  79.4%  if  measured  from  the  earliest  filing  dates  of 
related  applications,  it  rises  again  if  patents  delayed  because  of  defense  security  are  excluded.) 

2.  The  statement  that  "breakthrough  patents  take  10  to  15  years  to  issue"  is  not  supported  bv  the 
data.  At  the  speed  technology  moves  today,  such  a  situation  would  be  intolerable.  Most 
observers  believe  that  breakthrough  patents  take  less  than  average  time  to  issue  because  there  is 
less  prior  art  to  be  examined. 

3.  There  IS  data  suggesting  that  issue  delays  were  not  a  problem  for  applicants  and  were,  in  fact, 
often  desired.  The  data  under  the  1 7-year- from-issue  system  show  clearly  that  inventors  rarely 
acted  to  get  their  patents  issued  more  quickly.  There  is  a  standard  procedure  for  expediting  the 
issuance  of  patents.  Less  than  0.7%  of  applicants  used  it. 

4.  It  is  not  true  that  to  be  protected,  an  invention  must  wait  until  after  the  patent  issues.  Because 
the  words  "Patent  Pending"  are  a  very  effective  deterrent  to  competition,  for  most  inventions, 
protection  effectively  begins  with  the  filing  of  the  application  (the  priority  date). 

5.  The  primary  exhibit  presented  at  the  hearing  to  show  the  need  for  H.R.359  happens  to  be  a 
chemical  patent  that  was  held  up  by  interferences  and  litigation.  The  owner  of  that  patent 
(Phillips)  and  the  chemical  industry  both  oppose  H.R.359. 

6.  The  20-year  term  was  not  "snuck  into  GATT  at  the  last  minute."  The  issue  had  been  discussed 
for  years  and  was  generally  thought  non-controversial.  Only  the  controversy  was  last  minute,  and 
even  then  there  were  months  of  discussion.  See  the  attached  letters. 

7.  It  is  not  true  that  American  patent  applications  are  completely  secret  until  the  patent  issues.  On 
the  contrary,  the  vast  majority  of  American  applications  are  also  filed  abroad  where  they  are 
routinely  published  18  months  after  their  priority  date.  (45%  of  American  applications  actually 
originate  abroad.)  H.R.  1733  simply  gives  Americans  a  look  (in  English)  at  the  same  information 
our  foreign  competitors  already  have  (about  U.S.  applications). 
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8.  There  is  no  Constitutional  right  to  a  patent.  The  Constitution  empowers  Congress  to  grant 
patents;  it  does  not  require  it.  If  H.R.359  passes  and  patentees  can  again  assert  patent  rights  40  or 
50  years  after  the  invention  priority  date,  the  American  people  could  get  angry  and  severely  limit 
or  even  withdraw  patent  privileges.  (Remember  that  before  the  1980s,  the  courts  saw  patents  as 
undesirable  monopolies.) 

9.  Finally,  the  opposition  to  H.R.359  is  not  made  up  of  foreign  agents  or  people  bent  on 
destroying  the  American  patent  system.  H.R.359  is  opposed  by  honest  Americans  who  work  in 
the  system  and  have  first  hand  knowledge  of  how  it  really  works.  H.R.359  is  opposed  by  the  vast 
majority  of  American  manufacturers,  large  and  small,  by  almost  every  major  trade  group,  by  most 
patent  professionals,  and  by  many  if  not  most  thoughtful  inventors. 

Commentary: 

We  should  not  let  a  small  group  of  angry  patentees  overrule  the  interests  of  the  nation  or 
the  long  term  health  of  the  patent  system. 

1 .  If  speed  of  issue  is  important  to  society  (and  it  is),  H.R.359  is  a  step  in  the  wrong 
direction.  H.R.359  reestablishes  incentive  for  the  applicant  to  slow  dovm  the  examination  and 
issue  process.  Because  patent  term  and  therefore  the  expiration  date  would  be  measured  from  the 
date  of  issue,  every  delay  postpones  expiration  of  the  patent. 

2.  Patentees  are  important,  but  not  to  the  exclusion  of  all  others.  It  is  only  when 
inventions  are  manufactured  that  wealth  and  public  benefit  are  created.  The  voice  of  America's 
manufacturers  also  deserves  to  be  heard.  Even  the  American  people  (who  pay  the  ultimate  price 
for  monopolies)  deserve  a  voice. 

3.  A  passionate  claim  is  made  by  H.R.359  advocates  that  patentees  should  have  the  right 
to  establish  priority  with  an  incomplete  idea  and  then  be  allowed  as  much  time  as  necessary  to 
perfect  the  idea.  This  is  crazy.  In  this  competitive  world,  it  makes  no  sense  for  the  public  to  grant 
a  1 7-year  absolute  monopoly  that  starts  only  after  the  applicant  decides  he  is  ready.  The  patent 
system  must  provide  incentives  -  and  limits  -  to  ensure  speedy  development  and  public  benefit.  It 
seems  a  much  better  balance  of  fairness  to  grant  inventors  a  20-year  monopoly  fi-om  the  priority 
date.    Patent  monopolies  are  granted  to  serve  society  ~  to  incent  and  expedite  technology  the 
public  would  not  otherwise  get.  In  return  for  granting  a  monopoly,  the  public  has  a  right  to 
require  patentees  to  act  quickly. 

It  is  good  that  the  H.R.359/H.R.1733  debate  raises  awareness  of  the  importance  of  U.S. 
patent  law  to  our  global  competitiveness.  The  debate  needs  to  be  based  on  the  real  world  and  real 
facts,  not  anecdote  and  myth. 
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